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BATH CONGRESS | ЗЕХАТЕ REPORT 
No. 2808 


2d Session 


AMENDING PUBLIC LAW 506, 84TH CONGRESS, 2D SESSION, TO 
INCREASE THE AUTHORIZATION FOR APPROPRIATIONS TO THE 
ATOMIC ENERGY COMMISSION FOR ACQUISITION OR CONDEM- 
NATION OF REAL PROPERTY OR ANY FACILITIES, OR FOR PLANT 
OR FACILITY ACQUISITION, CONSTRUCTION, OR EXPANSION 


JuLy 26 (legislative day, Juty 16), 1956.—Ordered to be printed 


Mr. Anverson, from the Joint Committee on Atomic Energy, sub- 
mitted the following 


REPORT 


[To accompany S. 4288] 


The Joint Committee on Atomic Energy, having cnosidered the 
subject matter hereinafter referred to, unanimously report favorably 
the bill (S. 4288) to amend Public Law 506, 84th Congress, 2d session, 
to increase the authorization for appropriations to the Atomic Energy 
Commission for acquisition or condemnation of real property or any 
facilities, or for plant or facility acquisition, construction, or expansion, 
and for other purposes, and recommend the bill do pass. 


BACKGROUND 


In compliance with section 261 of the Atomic Energy Act of 1954 
authorization legislation is required for appropriations to be used for 
acquisition or condemnation of any real property or any facility or 
for plant or facility acquisition, construction or expansion. 

The Atomic Energy Commission found that subsequent to its 
earlier request for authorization, additional money would be needed 
to increase or expand the facilities needed for two important programs. 

For this reason the Commission has asked for an increase in author- 
ization legislation of $24,100,000. In defense of this request, the 
General Manager of the Commission and several members of his 
staff appeared before the legislation subcommittee. 


SECTION BY SECTION ANALYSIS 


Section 1: Increases the amount specified in Public Law 506 from 
$295,495,000 to $319,595,000. 
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2 INCREASE AUTHORIZATION FOR APPROPRIATIONS TO AEC 


Section 2: Amends section 101 (c) 2 of Public Law 506 by changing 
the amount of $15,900,000 to $25 million. This increase is needed 
for construction items at laboratories and test sites involved in an 
important military project. 

Section 3: Section 101 (c) of Public Law 506 is amended by adding 
at the end thereof a new subsection identified as project 57—c—10, 
amended reactor development project $15 million. This item is to 
permit the Atomic Energy Commission to carry forward its important 
research and development of work on reactors and in other related 
fields. The title of this section was amended by the committee to 
reflect more accurately the nature of the activity contemplated to be 
undertaken with the appropriation hereby authorized. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics) : 


AN ACT To authorize appropriations for the Atomic Energy Commission for 
acquisition or condemnation of real property or any facilities, or for plant or 
facility acquisition, construction, or expansion, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 

Sec. 101. There is hereby authorized to be appropriated to the 
Atomic Energy Commission the sum of [$295,195,000] $319,595 000 
for acquisition or condemnation of any real property or any facility 
or for plant or facility acquisition, construction, or expansion, as 
follows: 

(a) SPECIAL NvcLEAR MATERIALS.— 

' ]. Project 57-a-1, additional feed-materials plant, $22,200,000. 

2. Project 57-a-2, improvements to reactor instrumentation, Han- 
ford, Washington, $8,000,000. 

3. Project 57-a-3, improved high level waste handling system, 
Savannah River, $5,000,000. 

4. Project 57-a-4, reactor facility safety improvements, Hanford, 
Washington, $5,000,000. 

5. Project 57-a-5, additional waste disposal system, Hanford, 
Washington, $5,000,000. 

6. Project 57-a-6, charging and discharging system, Hanford, 
Washington, $3,450,000. 

7. Рго)есб 57-а-7, modifications to existing production facilities 
for increased efficiency and safety, Hanford, Washington, $3,000,000. 

8. Project 57-a-8, chemical processing facility, St. Louis, Missouri, 
$1,600,000. 

9. Project 57-a-9, barrier plant automation, Oak Ridge, Tennessee, 
$1,400,000. 

10. Project 57-a-10, reactor temperature test installation, Hanford, 
Washington, $900,000. 

11. Project 57-a-11, improvements to reactor cooling water effluent 
system, Hanford, Washington, $550,000, 

12. Project 57-a-12, fuel element heat-treating plant, Fernald, 
Ohio, $500,000. ' 
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13. Project. 57-a-13, renovation of service plant, Oak Ridge, 
Tennessee, $450,000. 

(b) Arouic WEAPONS.— 

1. Project 57-b-1, area 5 expansion, $20,900,000. 

2. Project 57-b-2, weapons assembly plants, $15,000,000. 

3. Project 57-b-3, weapons production and development plant, 
$15,000,000. 

4. Project 57—b-4, weapons development and engineering facilities, 
Livermore, California, $10,000,000. 

5. Project 57-b-5, storage site modifications, $2,000,000. 

(с) REAcroR DEvELOPMENT.— 

l. Project 57-c-1, aircraft nuclear propulsion ground test plant, 
area numbered 2, Idaho, $55,000,000. 

2. Project 57-c-2, research and developmental test plant, [$15,- 
900,000. } $25,000,000 

3. Project 57-c-3, modifications and expansion of aircraft nuclear 
propulsion ground test facilities, area numbered 1, Idaho, $15,000,000. 

4. Project 57-c-4, small submarine reactor test facility, $10,000,000. 

5. Project 57-c-5, expended core handling and service plant, Na- 
tional Reactor Testing Station, $4,750,000. 

6. Project 57—-c-6, food irradiation facility, $3,000,000. 

7. Project 57-c-7, project Sherwood plant, $2,000,000. 

8. Project 57-c-8, Argonne low power reactor facility, $1,225,000. 

9. Project 57-c-9, materials testing reactor hot cell extension, Na- 
tional Reactor Testing Station, $310,000. 

10. Projecto?—c-10,amended reactor development program, $15,000,000. 

(4) Рнүвісл!, КЕЗЕАЕСН.— 

l. Project 57-d-1, high energy accelerator, $15,000,000. 

2. Project 57-d-2, bevatron research plant, University of California 
Radiation Laboratory. $1,084,000. 

3. Project 57-d-3, forty-eight-inch heavy particle cyclotron, Oak 
Ridge National Laboratory, $459,000. 

4. Project 57—d-4, conversion of accelerator design building, Uni- 
versity of California Radiation Laboratory, $300,000. 

(e) Raw MATERIALS.— 

1. Project 57-e-1, analytical laboratory addition, Grand Junction, 
Colorado, $362,000. 

(f) Aromic WEAPoNs.— 

1. Project 57-f-1, metallurgy laboratory, Livermore, California, 
$2,270,000. 

2. Project 57-f-2, base construction, Pacific proving ground, 
$1,569,000. 

3. Project 57-f-3, high explosive and weaponizing plant, Liver- 
more, California, $1,100,000. 

4. Project 57—-f-4, installation of one hundred and fifteen kilovolt 
tie line, Los Alamos, New Mexico, $1,000,000. 

5. Project 57-f-5, base construction, Nevada test site, $543,000. 

6. Project 57-f-6, manufacturing support plant, Kansas City, 
Missouri, $444,000. 

7. Project 57-f-7, warehouse, Sandia, $308,000. n 

8. Project 57-f-8, mechanical shop additions, Livermore, California, 
$300,000. 

9. Project 57-f-9, programing building, Livermore, California, 
$180,000. 
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(с) REAcTOR DEVELOPMENT, — 


1. Project 57-g-1, addition to electrical power system, National i в 
Кеасіюг Testing Station, $3,800,000. р 
2. Project 57-g-2, chemistry cave for radioactive materials, Argonne 1 
i National Laboratory, $800,000. 4 ti 
3. Project 57-g-3, transient housing, Argonne National Laboratory, : 
$533,000. | с 
4. Project 57-g-4, materials testing reactor maintenance shop, 1 е 
National Reactor Testing Station, $235,000. | $ 
(6) Рнузісаі, КЕЗЕАВСН.— 
1. Project 57-h-1, permanent research buildings, Oak Ridge Na- | о 
tional Laboratory, $5,780,000. : с 
2. Project 57-h-2, physics building, Brookhaven National Labora- 
| tory, $2,140,000. s| 
| 3. Project 57-h-3, engineering building, Brookhaven National } ( 
Laboratory, $1.879,000. | 
| 4. Project 57-h-4, engineering service building, University of f а 
California Radiation Laboratory, $1,080,000, і с 
5. Project 57-h-5, cosmotron target area, Brookhaven Nationa! і а 
| Laboratory, $350,000. i г 
; 6. Project 57-h-6, eighteen-inch cyclotron building, Brookhaven { 
Б National Laboratory, $300,000. 1 n 
| 7. Project 57-6-7, addition to heavy ion accelerator building, Uni- i м 
| versity of California Radiation Laboratory, $200,000. : t 
f | (i) Віогосу AND MknpiciNE.— i p 
| | 1. Project 57-i-1, reclamation plant and hot laundry, Brookhaven : 
: National Laboratory, $400,000. t 
ў | (|) Соммихтту.— $ h 
| 5 1, Project 57-j-1, real estate development. program, Los Alamos, ў 8 
| New Mexico, $359,000. ў һ 
1 5 2. Project 57-j-2, elementary school classrooms, Los Alamos, New і 
: | Mexico, $195,000. 5 а 
i (К) ADMINISTRATIVE.— і У 
; 1. Project 57-k-1, conversion of barracks for Albuquerque Opera- ; а 
| tions Office headquarters, Sandia Base, Albuquerque, New Mexico, ў е 
| $600,000. ў у 
| 2. Project 57-k-2, renovation of building for technical information : 
{ ER services, Oak Ridge, Tennessee, $517,000. ў 
: (1) Raw MaTERIALS.— i 
| 1. Project 57—L-1, off-site access roads, $2,873,000. ; 
$ (m) REAcTrTon DEvELOPMENT.— і 
Sear 1. Project 57-m-1, purchase of Bettis Field property, $400,000. % 
Wi (n) GENERAL PrANT PnojEcrSs.—$21,000,000. і 
Т Ў 
T LIMITATIONS у 
a 2 
| Sec. 102. (a) The Commission is authorized to start any project 5 
set forth in subsections 101 (a) through 101 (d) only if the currently 5 
4 estimated cost of that project does not exceed by more than 25 per E 
; centum the estimated cost set forth for that project. 2 
3 (b) The Commission is authorized to start any project set forth in i 
T subsections 101 (e) through 101 (k) only if the currently estimated ў 
у cost of that project does not exceed by more than 10 per centum the Қ 


estimated cost set forth for that project. 
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(c) The Commission is authorized to start the project set forth in 
subsection 101 (L) and (m) only if the currently estimated cost of the 
project does not exceed the estimated cost set forth for that project. 

(d) The Commission is authorized to start a project under subsec- 
tion 101 (n) only if it is in accordance with the following: 

For community operations, the maximum currently estimated 
cost of any project shall be $100,000 and the maximum currently 
estimated cost of any building included in such project shall be 
$10,000. 

2. For all other programs, the maximum currently estimated cost 
of any project shall be $500,000 and the maximum currently estimated 
cost of any building included in such a project shall be $100,000. 

The total cost of all projects undertaken under subsection 101 (n) 
shall not exceed the estimated cost set forth in that subsection by more 
than 10 per centum. 

Sec. 103. There are hereby authorized to be appropriated funds for 
advance planning, construction design, and architectural services, in 
connection with proje ets which are not otherwise authorized by law, 
and the Atomic Energy Commission is authorized to use funds cur- 
rently or otherwise available to it for such purposes. 

Sec. 104. There are hereby authorized to be appropriated funds 
necessary to restore or to replace plants or facilities destroved or other- 
wise seriously damaged, and the Atomic Energy Commission is au- 
thorized to use funds currently or otherwise available to it for such 


purposes. 

Src. 105. In addition to the sums authorized to be appropriated to 
the Atomic Energy Commission by section 101 of this Act, there are 
hereby authorized to be appropriated to the Atomic Energy Commis- 


sion to accomplish the purposes of this Act such sums of money as may 
be currently available to the Atomic Energy Commission. 

Sec. 106. Funds authorized to be appropriated or otherwise made 
available by this Act may be used to start any other new project for 
which an estimate was not included in this Act if it be a substitute for 
a project authorized in subsections 101 (a), 101 (b), or 101 (f), and the 
estimated cost thereof is within the limit of cost of the project for 
which substitution is to be made, and the Commission certifies that— 

(a) the project is essential to the common defense and security: 
and 

(b) the new project is required by changes in weapon charac- 
teristics or weapon logistic operations; 

(с) itis enable to enter into a contract with any person, includ- 
ing a licensee, on terms satisfactory to the Commission to furnish 
from a privately owned plant or facility the product or services 
to be provided in the new project. 
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Calendar No. 2572. 


BATH CONGRESS | БЕМАТЕ { REPORT 
2d Session No. 2809 


PAYMENT OF WAR DAMAGE CLAIMS AND RETURN OF 
VESTED ASSETS 


JurLY 26 (legislative day, Jurv 16), 1956.— Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[То accompany 8. 4205] 


The Committee on the Judiciary, to which were referred certain 
bills dealing with the amendments to the Trading With the Enemy 
Act of 1917 and the War Claims Act of 1948, reports favorably an 
original bill (S. 4205) to provide funds to pay nationals of the United 
States who have war damage claims against Germany and Japan, 
without additional direct appropriations therefor, and to amend the 
Trading With the Enemy Act and the War Claims Act of 1948, as 
amended, and recommends that the bill do pass. 


PURPOSE 


This bill has two principal purposes (1) to permit the payment of 
the war damage claims of American citizens against Germany and 
Japan, and (2) the return of assets vested during World War II by 
the United States Government. The funds to be used to satsify these 
two purposes are to be supplied by the semiannual payments to be 
received in return for postwar economic assistance to Germany and 
Japan. 


STATEMENT 
I. GENERAL INTRODUCTION 


The Committee on the Judiciary has since the 82d Congress been 
specifically charged by the Senate of the United States with the func- 
tion of examining and reviewing the administration of the Trading 
With the Enemy Act. In previous reports, the subcommittee ap- 
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pointed to perform this undertaking found considerable inequities in 
the operation of the law and a failure on the part of the Oflice of 
Alien Property to dispose of claims expeditiously. 

In the 83d Congress, in recognition of these disclosures, the com- 
mittee recommended legislation which would have had the United 
States revert to its original nonconfiscatory policy with respect to the 
seizure of private property. Following this action, there were 
substantial demands that any such program include adequate 

rovision for the-payment of American war damage claims. In the 
ight of this constructive suggestion, the committee is now proposing 
& two-part program encompassing both the payment of American 
war damage claims and the return of assets vested during and after 
World War II. 'The development of this-program follows extensive 
hearings totaling 688 printed pages on the several bills which had 
been presented to the committee dealing both with the return of 
vested assets and the payment of American war damage claims. 
The bill encompasses most of the salient war damage claims features of 
S. 2227. which was introduced by Senator Kilgore at the request of 
the administration. It likewise encompasses many of the return 
provisions contained in S. 995 which is in text the same as S. 3423 
(83d Cong.) a bill proposing the full return of vested assets. Хо 
substantial alterations have been made in the concept represented by 
these two major bills. Changes have necessarily been made in the 
light of inequities which were developed as the result of the hearings. 

To facilitate understanding of the terms of the bill, the two major 
facets of the program and the reasoning supporting them are herein- 
after discussed in more detail. 


П. WAR DAMAGE CLAIMS 


The United States, soon after hostilities of World War ITI ceased, 
inaugurated a limited program providing for payment of awards 
for detention and suffering of persons interned by the Germans and 
Japanese. This was a small but important portion of the overall 
claims of United States nationals against the Governments of Ger- 
many and Japan. 1% was recognized at the inception that a broader 
program must ultimately ensue. Consequently the Congress directed 
the War Claims Commission to investigate and report on the scope 
of these claims. This report was filed in 1953. It recommended 
a comprehensive program for the establishment and payment of 
legitimate war claims against the German and Japanese Governments. 
To date no such program has been inaugurated. A vehicle has now 
been developed, however, by virtue of which deserving claims may be 
recognized and paid. 

The administration, in a package arrangement (S. 2227), proposed 
a coupling of American war damage claims with a partial return of 
vested assets. The administration further proposed that the funds 
for payment of the war damage claims were to be supplied by the 
repayments for grants and aid extended to Germany following World 
Wer II. This obviated any necessity for direct appropriations from 
the Federal Treasury. It was widely heralded by the administration 
on that basis. Yet the program was not comprehensive, but limited. 
It established from such repayments a fund of $95 million which was 
to be allocated through a system of priorities. It was recognized 
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from the outset that such a fund would, only in a limited way, com- 
pensate United States nationals with war claims. In some cases, 
claimants would have realized amounts equal to but three-tenths of 
1 percent of the value of their claim. Patently, such a program is 
inadequate. 

From this meager beginning, however, it has been possible to 
develop a program for the payment of war damage claims which may 
propery, be termed “comprehensive.” The source which was to 

р ly the $95 million fund in the original administration bill is 

cient to supply the additional amounts necessary. The United 
States expects to receive $1 billion from Germany for postwar eco- 
nomic assistance under the London Debt Settlement Agreement of 
1953. Payments are to be made on this obligation semiannually. 
Payments currently being made are in the amount of $12,500,000 and 
represent interest only. Beginning July 1, 1958, payments are to be 
made semiannually in installments of $23,790,000, including principal 
and interest. There are to be 59 such installments and one additional 
final installment in the amount of the unpaid balance. 

There is little doubt that this fund will be more than sufficient for 
the purpose to which it is to be applied. The Foreign Claims Settle- 
ment Commission has estimated that claims against Germany will 
total approximately $300 million. The portion allowable to each of 
the several categories may be ascertained by reference to pages 81-82 
of the hearings conducted by the Subcommittee on the Administration 
of the Trading With the Enemy Act. 

The claim of United States nationals against Japan have not been 
ascertained to the point where a reliable estimate is possible. In- 
formation available to the committee, however, indicates that the 
sum may prove considerably less than the claims against Germany. 
However, it should be pointed out that provision is made in S. 4205 
to embrace in the fund repayments under future agreements with 
Japan or any other country. 

5. 4205 permits the payment of (1) personal injury and death claims 
arising during the period September 1, 1939, and ending December 11, 
1941, and (2) property damage claims, including maritime losses aris- 
ing during the period September 1, 1939, and ending August 14, 1945. 
The first category are priority claims and are to be paid in full. The 
maximum which can be paid for death or disability is $10,000, an 
increase of $2,500 over the amount allowable under the administration 
bill. The administration bill (S. ет also limited coverage to persons 
killed or injured on the high seas. S. 4205 is not limited in this respect. 

The second category of claims х are to be paid initially in amounts 
up to $1,000, as funds are available, then in amounts up to $10,000, 
as further funds become available, and then payments are to be made 
semiannually on account of the unpaid principal of each remaining 
award until paid. 

The claims of insurance companies as subrogees under wnar-risk 
insurance or reinsurance policies or contracts for maritime losses are 
not covered by this legislation. In this respect S. 4205 differs from 
the administration bill. ‘The administration bill also included within 
its provisions claims for property taken by the Russians for reparations 
under the Potsdam Agreement. No such provision is included i 
S. 4205 for, in the view of the committee, this is a separate subject 
which ought not to be included in a bill of this character. 
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In either of the categories of allowable claims, if sums have been 
received by tie claimant for his loss, such sums are to be deducted 
from any award made pursuant to the provisions of S. 4205. 

These are the major provisions of the portion of S. 4205 dealing 
with war claims. A more detailed section-by-section analysis of the 
bill was inserted in the Congressional Record by the chairman of the 
subcommittee on July 12, 1956, and need not be reiterated here. 

The war damage claims for which provision is made in this bill are 
not based on the assertion of a legal right against the United States. 
The damages were not occasioned by acts of the Government of the 
United States, but by acts of former enemy governments. But the 
United States, to facilitate the rehabilitation of world economic con- 
ditions, has not exacted reparations from those governments sufficient 
to provide an adequate war claims program. The issue now is simply 
whether persons with such claims shall be denied reimbursement, either 
in whole or in part, or whether the United States, having failed to 
insist upon reparations in the customary form, will now provide a 
means for payment of the legitimate claims of its citizens. As in the 
War Claims Act of 1948, the issue is clearly a moral one. Though 
the obligation is moral, it is no less impelling than if it were legal. 
The ravages of war are inflicted in unequal proportions. There can 
be no total equalizer. But it is not inappropriate for a representative 
government to alleviate, insofar as monetary compensation can allevi- 
ate, the injuries visited on a few in the course of the protection of all. 

Many of the claims which will be submitted if this legislation is 
adopted will arise as the result of the investment of American citizens 
in industry abroad. In recent years it has been a consistent pohey 
of the United States Government to encourage such investments and 
recently a program has been inaugurated providing a measure of 
insurance for American investors. If the United States is to continue 
to encourage investments abroad, adoption of the program advocated 
here should represent considerable reassurance to such investors, 

There is ample reason in precedent why the personal injury and 
property losses should be paid. A full treatment of the historic policy 
of the United States with respect to such claims is set forth in House 
Document 67 of the 83d Congress, 1st session, which is the supple- 
mentary report of the War Claims Commission. While the €om- 
mission concluded that there obviously had been no uniformity in the 
United States about the manner in which the claims arising out of 
wars have been settled, nevertheless the Commission concluded that 
precedents clearly indicate the acceptance of the қама that there 
are certain types of war losses for which Government should provide 
compensation. 

The committee has, in S. 4205, recommended a comprehensive 
program for the payment of war damage claims. Such a program 
serves to reaffirm the consistent policy of the United States to provide 
redress for war losses. Such a program should also serve to alleviate 
some of the inequities visited on American citizens as the direct conse- 

uence of the war. It should also provide a measure of reassurance for 
merican citizen investors abroad. 
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ПІ. RETURN OF VESTED ASSETS 





A. Principles involved 

1. Sanctity of private property.—The committee reaffirms the historic 
policy and practice of the United States with reference to nonconfisca- 
tion of the private property of former enemy aliens as outlined in the 
Senate Report 1982 of the 83d Congress. 

The founding fathers recognized the principle of the “sanctity 
of private property." It was written into our Constitution. In the 
early days of our history, John Adams said: 


The moment the idea is admitted into society, that prop- 
erty is not as sacred as the laws of God, and that there is not 
a force of law and public justice to protect it, anarchy and 
tyranny commence. If “thou shalt not covet’ and “thou 
shalt not steal’? were not commandments of Heaven, they 
must be made inviolable prece:,.s in every society, before it 
can be civilized or made free (in Works of John Adams, by 
Charles Francis Adams, Boston, 1951, vol. 6, p. 9). 


Beginning with the Jay Treaty (1794) which established the formula 
for most of our succeeding treaties, confiscation of the private property 
of enemy aliens is prohibited. Article I of that treaty provided: 


Neither the debts due from individuals of the one nation 
to individuals of the other, nor shares, nor moneys, which 
they may have in the public funds, or in the private or public 
banks, shall ever in any event of war or national differences 
be sequestered or confiscated. 


Our Treaty of Friendship, Commerce and Consular Rights of 1923 
negotiated by Secretary Hughes with Germany, reaffirmed the pro- 
visions of the Jay Treaty. Article I of the 1923 treaty provided: 


The nationals of each High Contracting Party shall receive 
within the territory of the other, upon submitting to condi- 
tions imposed upon its nationals, the most constant protec- 
tion and security for their persons and property, and shall 
enjoy in this respect that degree of protection that is re- 
quired by international law. Their property shall not be 
taken without due process of law and without payment of just 
compensation (Treaties, Conventions, International Acts, 
Protocols and Agreements, Between the United States of 
America and Other Powers, 1923-37, S. Doc. No. 134, 75th 
Cong., 3d sess.). 


Incidentally the Bonn agreement of June 3, 1953, reinstating the 
1923 treaty with Germany was ratified by the United States Senate on 
July 27, 1955. 

After World War I (1923), the present Speaker of the House, Mr. 
Rayburn, and others in discussing a $10,000 return proposal, stated 
with respect to confiscation of private property of enemy aliens that: 


* * * from the days of Hamilton and Jefferson and 
Marshall down to now every man who had a reputation that 
extended beyond the community in which he lived * * * 
has looked upon the question of confiscating private property 
for the satisfaction of a public obligation with obloquy. 
That has been our policy * * * the most savage doctrine 
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ever announced by any people anywhere was that private 
property should be taken for the satisfaction of a public 
obligation. 


This: policy was succinctly stated by former Secretary of State 
Cordell Hull when he said: 


It is important from my point of view, therefore, that the 
United States should not depart in any degree from its 
traditional attitude with respect to the sanctity of private 
property within our territory whether such property belongs 
to nationals of former enemy powers, or to those of friendly 
powers. A departure from that policy and the taking over of 
such property, except for a public purpose and coupled with 
the assumption of liability to make just compensation, would 
be fraught with disastrous results (the American Journal of 
International Law, vol. X XXVII, 1943, p. 94). 


Tt has been argued that a full return of the seized assets of former 
enemy nationals violates the provisions of certain international agree- 
ments. The contention is without any foundation in fact or law. 
Secretary of State, Mr. Dulles, in testifying before a subcommittee of 
the Congress on July 2, 1954, in reference to a full return of seized 
assets, among other things, said: 


The policy adopted after World War II, of completely 
eliminating ownership of enemy private property was a de- 
parture from historic American policy after other wars. I, 
myself, have had some experience in this field. І worked on 
this very problem at Paris in connection with the Treaty of 
Versailles at the end of the First World War. 


The Secretary of State, in referring to the Paris Reparations Agree- 
ment of 1946, said in testimony before the subcommittee in 1954: 


Yes; I am familiar with that agreement. 

In my opinion, the agreement, whatever its intent may 
have been as an executive agreement, was without authority 
whatever to bind the Congress of the United States in this 
matter. The property had been vested by action of Con- 
gress. I believe Congress has the right to decide what to do 
about the matter. Ido not believe that the freedom of Con- 
gress in this matter has been curtailed in any way by this 
executive agreement. I am. not a believer in the power of 
the President, through executive agreements, to cut across 
the normal legislative powers of Congress. 

I may say that, as a matter of interpretation of that agree- 
ment, it can be argued that it was not intended to operate in 
perpetuity but was designed as a temporery measure perhaps 
to &ssure against a revival of German militarism and the use 
of German important commercial assets possibly as an instru- 
ment of German militarism. I think that that danger has 
passed and that if the agreement be given that interpreta- 
tion—which I think is a reasonable one—then the action 





which you contemplate is not only compatible with the 
powers of Congress but also is compatible with the executive 
agreement itself, 
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The provisions of the administration’s bill (S. 2227) are in fact 
& Tecognition that such agreements constitute no bar to a return of 
vested assets. 

The essential difference in this respect between the provisions of 
S. 2227 and S. 4205 is that the Congress in establishing the policy 
determines the measure or extent of the return. Secretary Dulles 
from his wealth of experience beginning at Versailles and extending 
to the present time Ва за ample acknolwedgment of this responsibility 
of the Congress. 

But even if there were some conflict between these international 
agreements and the proposed return of vested assets (which we do 
not believe there is), the existence of such agreements should not be 

ermitted to prevent the return to a sound national policy grounded 
in law, morality, and tradition. 

We have spent billions of dollars to maintain our civilian and armed 
forces in West Germany, and, for that matter, all over the world. We 
will for years to come continue our costly defense programs. We did 
this to resist communism. These vast sums of money were paid for 
our own defense and the defense of 60 million people now constituting 
the population of the Federal Republic of Germany. We have made 
similar expenditures for ourselves and the 80 million people of Japan. 

It is estimated that the full return provisions of this bill will not 
require the application of more than $225 million from the fund 
created. 

We have been generous when generosity was required by mutual 
and self-interest. Our mutual and self interest is inextricably 
involved in the question of the return of these vested assets. There 
is no logic which would support a penurious policy involving retention 
of these assets when a failure to act would involve the sacrifice of 
principle, tradition and self-interest. 

In comparing relative values or costs, no one can estimate what it 
may cost the United States not to return the seized assets. Confisca- 
tion penalizes a few but generates ill will among many. We cannot 
afford to relinquish the good will which we have labored so assiduously 
at such great cost to promote. 

According to recent estimates of the Department of Commerce, the 
value of United States investments abroad was $37% billion, of which 
$23.1 billion represented private investment and $14.4 billion govern- 
mental investment. Nonetheless, a presidential commission in its 
report to the President and Congress on January 23, 1954, said: 


* * * the economic welfare of the United States would 
itself be directly promoted by an increased movement abroad 
of sound investment by United States nationals and corpora- 
tions. Such a flow, if well conceived and directed, would not 
only contribute to an increase in international trade, but 
would assist in the maintenance of high levels of economic 
activity and employment within our own country. 

Such an increased flow of private investment abroad can 
also assist in attaining United States foreign policy — 
through strengthening the economy of the free world, and 
can reduce the burden of military aid by increasing pro- 
ductivity abroad. 


'The United States has condemned in clear terms the confiscation of 
the properties of our nationals abroad. On August 28, 1953, the 
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United States in an aide memoire to Guatemala in reference to the 
latter Government’s proposal to settle its seizure of the properties of 
~ ре Fruit Co. к a deferred payment plan in bonds of doubtful 
value, said: 


Just compensation may be defined as that compensation 
which * * * is “prompt,” is ‘‘adequate’’ and is “effective” — 
otherwise the payment is not “just.” 


Our aide memoire continued: 


The obligation of a state imposed by international law to 
pay just or fair compensation at the time of taking of property 
of foreigners cannot be abrogated from the international 
standpoint by local legislation. If the contrary were true, 
states seeking to avoid the necessity of making payment for 
property expropriated from foreign nationals could avoid all 

ecuniary responsibility simply by changing their local law. 
Svery international obligation could thus be wiped off the 
books. But international law cannot thus be flouted. 
Membership in the family of nations imposes international 
obligations. 

* * * Such compensation as that proposed by Guatemala 
in the present case is anything but encouraging to American 
investors and American enterprise in Guatemala. 

The United States seeks only that which is just—that 
which is reasonable—that which is fair—for American in- 
vestors in Guatemala, 


The lesson is clear. We must as a nation practice what we preach. 
Our professions to others are meaningless unless we ourselves are will- 
ing to abide by the standards we establish for others. 

2. Mutual and self-interest requires a return.—At the time when 
much of the property of German and Japanese nationals was seized, 
Germany and Japan were our enemies, "The Soviet Union was then 
our ally. But that was 16 years ago. The intervening years have 
brought many radical changes in world relationships. The most sig- 
nificant of these changes is that the Soviet Union is no longer our ally, 
or even our friend. Our former enemies, Germany and Japan, are 
now, in a world beset with peril, among our stanchest allies. 

In an address made on June 25, 1955, Deputy Under Secretary of 
State Murphy pointed out that, ** * * in approaching the subject of 
Germany today, we are dealing with a new set of facts.” He stated 
that the first of these facts is that of German sovereignty. 

Mr. Murphy then continued— 


The second of the facts which must be recognized in any 
discussion of Germany today is that Germany is our part- 
ner * * *, And this new relationship confers upon both 
the United States and the Federal Republic certain rights 
and certain obligations. 


One of the obligations, Mr. Murphy continued, is: 


* * * the creation of an effective military establishment as 
art and parcel of the common defense effort of the Western 
vations, 
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After the Federal Republic of Germany attained a sovereign status, 
she became a member of NATO. On June 30, 1955, West Germany 
signed a Mutual Defense Assistance Agreement with the United 
States. The United States agreed to render military assistance to 
Germany in the creation of her new defense forces. 

The change in our relationship with Japan is in many respects 
comparable. Both countries are now trusted friends and allies. We 
cannot overemphasize the importance to the security of the United 
States and the free world of the contributions which we confidently 
expect from Germany and Japan. 

From the most intensely practical standpoint, it is unwise to pursue 
a policy that is offensive to many thousands of the nationals of 
Germany and Japan. Return with some of them has become an 
obsession (hearings, p. 221). To seize property of enemies in war- 
time was а matter of strategic necessity. Now it is equally a matter of 
strategic necessity not to confiscate that property years later when 
the same enemies have become our dependable allies. Certainly, we 
must not permit any deterioration of the internal influence of the 
democratic postwar German and Japanese Governments. 

Recognition of the course in which our national interest lies has 
been given by our purely voluntary programs of economic, technical 
and military assistance. The scope and extent of these programs is 
amply set forth in the hearings (pp. 333-339). 

With respect to a prior bill for full return, Secretary Dulles said: 


I think that in an era when we expect the American interest 
abroad, American capital investments abroad, that it is wise 
for us to adhere ourselves strenuously to the highest stand- 
ards of conduct in relation to those matters. That puts us 


in a better position to call upon others to apply the same 
standards. 


Earlier in the same presentation he had observed: 


I believe that in doing so we enhanced our own prestige in 
the world and that it was good business from the standpoint 
of the United States to do it. I believe that the foreign 
policy of the United States should be conducted with a view 
to promoting the long-range interest of the United States, 
ша I believe that it is in the interest of the United States to 
have a policy and stick to a policy which means that if 
foreigners invest their property in this country, have interests 
in this country, have kank accounts here, insurance policies 
here, annuities here, things of that sort, they can be sure that 
itis a safe place in which to have them. 

In the long run, I believe it is in the interest of the United 
States to establish that kind of reputation, which we have 
had over many years. And I believe we get indirect benefits 
from such a policy which need to be weighed in the scales as 
against the immediate military cost to carry out such a 
policy. 

Applying this reasoning to the seized assets, there are more than $20 
billion of United States private capital now invested abroad, We 
want to protect it in order to encourage more. And we want to 
protect it also in order that there may ‘be no loss or diminution of 
this very sum, even if no further investments are made. Will it 
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help to procure “a secure legal status for private capital" of United 
States investors for the United States Government to abridge the 
rights of German and Japanese nationals whose funds were invested 
in the United States? ill it encourage honorable dealing by foreign 
governments with the United States Government pursuing a policy 
that is less than honorable? Does the leading creditor nation of the 
world wish, by its own example, to encourage the expropriation or 
confiscation of the property of its own citizens? 

The answer to each of such questions is as clear as is the conclusion 
to be drawn therefrom: That even as a pure matter of national self- 
interest, the United States must fully discharge its obligations to the 

rivate owners of the property of the nationals of Germany and 
apan which it has seized and retained. 


IV. PROTECTION OF THE INTEREST OF UNITED STATES NATIONALS 


S. 4205 contains many provisions designed to protect both the 
Nation’s interest and the interests of American nationals in the 
ене return of seized assets belonging to the nationals of the 
ormer Governments of Japan and Germany. Protective provisions 
for United States nationals embrace, among other things, the following: 

(a) Payment of American debt claimants. 

(6) Maintenance of rights of option contract purchasers. 

(c) Preservation of American interests in licensed patents. 

(d) Protection of the interest of minority stockholders. 

Provisions safeguarding the national interest include: 

(a) Sale to citizens of the United States of properties which 
are deemed vital to the national-defense effort as determined by 
the President. 

(6) Retention of all properties belonging to the former Govern- 
ments of Germany and Japan. 

(c) Retention of all properties previously owned by war 
criminals and members of totalitarian organizations. 

(d) Withholding of returns or payments to persons now living 
under Soviet or Communist domination. 

While the committee is convinced that a full return of all seized 
assets is essential to a consistent national policy in foreign affairs and 
for the protection of our private investments and governmental 
installations abroad, it, nevertheless, strongly believes that effective 
measures should be maintained to protect our national-defense effort 
and the private rights of American nationals.’ Hence, for any property 
or interest vested under the Trading With the Enemy Act, the 
President is afforded 4 months within which to direct the Attorney 
General to apply for a divesture by the owners of returned properties 
and a sale of the same under the auspices of the court to American 
citizens. The decision of the President will be supported by the 
certification of the Secretaries of State, Defense, and Commerce 
Departments. ‘These are department heads of our Government who 
are best equipped to evaluate what is essential in the Nation’s defense 
interest to retain in American ownership. Thus no process, no 
development of a process, no improvement upon an existing process 
‘and no physical property or seized asset may be returned to alien 
ownership if the President finds such property cloaked with an interest 
necessary to our defense effort. Prospective American purchasers, 
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too, are given 2 years within which to arrange for the financing of the 
purchase of any such assets heretofore vested in the United States. 

Group claimants against a particular fund are fully protected and 
procedures established to expedite the settlement of their claims on a 
pro rata dollar basis in cases of insolvent alien debtors. 

Americans who have expended money under patent licenses issued 
by our Government in the seized patents or other licensed properties 
are protected. While many patents have expired, the committee 
wishes to protect whatever may remain, as well as any additions to, 
and improvements thereon. 

No properties are to be returned to any government or the nationals 
of former governments under Soviet or Communist domination. 
These properties are to be liquidated and the proceeds held in trust 
until the State Department certifies that their owners may receive 
the same. Thus, the former owners of these properties are protected 
from the confiscation or nationalization of their properties by other 
governments, 

Properties of war criminals and those convicted of the crimes of 
murder, deportation of slave labor, etc., are not returned under the 
provisions of S. 4205. 

Seized assets may not be returned which would deprive American 
owners of their rights under option purchase agreements; nor are 
returns permitted to those former owners where interests of American 
citizen stockholders might in any way be adversely prejudiced. 

In case of all compromised, assigned or released claims heretofore 
made by the United States, no returns are permitted in the absence of 
a full and complete restoration to the United States. 

In short, S. 4205 affords immediate and ample remedies for the 
present and future protection of the Nation, as well as the preserva- 
tion and safe-guarding of the interest of its citizens and nationals, 


V. ADMINISTRATION OF PROGRAM 


This legislation combines in one program the payment of war dam- 
age claims and the return of vested assets. "There is à common source 
of funds. There would seem to be little reason for a division of the 
responsibility for the administration of a program so linked. Соп- 
sequently, the committee has determined that the program should be 
administered by a single agency and that the agency best equipped for 
the task, by performance as well as personnel, is the Foreign Claims 
Settlement Commission. 

The hearings over the past several years have revealed that the 
Office of Alien Property has lagged in its task to conclude the claims 
program with respect to vested assets. At considerable less adminis- 
trative cost and with minimum personnel the Foreign Claims Settle- 
ment Commission has done a creditable undertaking. 

The Foreign Claims Settlement Commission, a combination of the 
former War Claims Commission and International Claims Commis- 
sion by virtue of Reorganization Plan No. 1 of 1954, has been en- 
көмей with the function of processing those World War II claims for 
which the Congress has previously made provision. Well in excess 
of 550,000 claims have been determined by the Commission for а 
total disbursement of over $220 million since the programs were initi- 
ated in September 1949. 
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The Commission, operating under stringent budgetary limitations, 
has met the statutory deadlines imposed by the Congress for comple- 
tion of the programs. "The facility and expedition in the handling 
of claims by the Commission has been recognized by the President in 
his letter transmitting the reorganization plan, and by the Congress 
in assigning to the Commission the new international claims functions 

rovided under Public Law 285, 84th Congress, Ist session. It can 

e assumed that any new workloads imposed upon the Foreign Claims 
Settlement Commission, which is presently equipped with trained 
specialists having experience and background in these matters, will 
be handled with similar dispatch. 

S. 4205 authorizes the transfer of such records and personnel from 
the Alien Property Office as may be needed to supplement the present 
staff of the Foreign Claims Settlement Commission for the assign- 
ment of the duties transferred to it. 

In summary, the committee feels that the entire program of pay- 
ment of American claims and the return program as well will be 
expedited by the transfer of these functions to the Foreign Claims 
Settlement Commission. 

CONCLUSION 


The Congress should no longer delay a reasonable program for the 
payment of American war damage claims. Delay works many hard- 
ships. Moreover, the passage of time makes more difficult the prac- 
tical realization of any claims in a program established by the Govern- 
ment to fulfill its moral and legal obligations to its nationals. 

The payment of American war damage claims fortifies the Govern- 
ment now with fixed obligations with which to negotiate proper 
reparations when the peace conference with Germany shall commence. 

A full return of vested assets is supported by American traditions 
and practices, by international law, by our own enlightened self- 
interests and by morality and divine guidance. 

Confiscation finds support in a policy of vengeance. To penalize 
a private owner is no punishment for the wrongs of his government. 
Such punishment should never be inflicted upon the nationals of a 
successor government. Confiscation is supported in the practices of 
a past which have been characterized as “savage,” “barbarous,” апа 
“disreputable,” and which have been held to be neither “civilized”’ 
nor *enlightened." Confiscation finds its strength in modern total- 
itarianism, which both condemns the institutions of private property 
and violates every fundamental right of man to be free. Communism 
is the chief sponsor today of the lack of sanctity in the private owner- 
ship of property and the ultimate slavery of mankind. 

There are those who have, or wish to acquire, vested interests in 
these properties who loudly protest a full return. There are some 
who seem to fear competition. These attributes are unworthy of 
embodiment in a national policy. The committee does not propose 
to subscribe to them. It prefers to follow the precept and example 
of those statesmen whose views have been quoted proclaiming the 
integrity of a policy of nonconfiscation of private property. 

The committee therefore recommends that this legislation be 
favorably considered. 
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Mr. Humpurey, from the Select Committee on Small Business, 
submitted the following 


REPORT 


INTRODUCTION 


Dissatisfaction among the Nation’s 240,000 service station operators 
with competitive conditions prevailing in their industry has been 
developing during recent years at a pace far exceeding that observable 


in any other currently distressed segment of the small-business com- 
munity. As noted by your committee, this economic unrest is not 
limited to gasoline retailers in only a few widely separated localities, 
but, rather, appears to be prevalent in all sections of the country. 
It is to be found in the big cities and in the small towns. It has 
affected newcomers to the retailing of petroleum products much as 
it has the veteran service-station operators. And, at present, it shows 
no signs of slackening its pace. 

This economic unrest is manifested in a restrained manner, with a 
commendable absence of hysteria and intemperate remarks on the 
part of the affected gasoline retailers. In essence, it seems to be a 
deep-seated and determined protest against competitive conditions 
which the retailers feel are denying them free and equal opportunity 
in the market place. Perhaps, it may best be described as the healthy 
and commonsense reaction of small-business men to a competitive 
situation which is impairing their vitality and prosperity. 

To your committee, the dissatisfaction of gasoline retailers with 
their competitive lot has long been evidenced in the volume and 
intensity of the complaints received from such retailers. Gravely 
concerned by the growing proportions of this problem, the committee 
has from time to time in the past held public hearings and conducted 
investigations in an attempt to find a sound solution. Notwith- 
standing such efforts of the committee, however, competitive con- 
ditions in gasoline retailing generally continued unimproved. 
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Then, in late 1954, as dealer discontent was on the rise, your com- 
mittee assigned its Subcommittee on Retailing, Distribution, and 
Fair Trade Practices to the task of exploring fully the competitive 
problems that confronted gasoline retailers. Obviously, it would be 
physically impossible to inquire simultaneously into the competitive 
problems of the thousands of retailers located in the great number of 
gasoline markets throughout the United States. Therefore, it was 
decided to make, instead, a realistic pilot study of competitive prob- 
lems in a market where such problems were most pronounced. After 
all, it was agreed, only a variance in degree distinguishes the severity 
of problems confronting gasoline retailers in one market from those 
experienced by their fellow dealers in other parts of the country. 
Surely, the. principles by which competitive problems could be re- 
solved in one market should serve as well to relieve distress in other 
marketing areas. In all cases, the common objective would be to 
raise gasoline retailers to the rank of truly independent small-business 
men. 

After careful deliberation, your committee agreed that the State 
of New Jersey, plagued as it has been since 1950 by an almost chronic 
price war, was the market in which competitive problems of gasoline 
retailers were most pronounced. Thereupon, the formal investigation 
of competitive conditions existing in the price war stricken State 
of New Jersey began. 

As the first step in the investigation, a questionnaire was sent, on 
December 6, 1954, to each of the 12 major oil companies doing business 
in the State. This questionnaire was designed to elicit information 
concerning the various relationships existing between suppliers and 
their dealers and also to discover the basic facts concerning the 
economic structure of the New Jersey gasoline market. Replies to 
the questionnaire were submitted to the committee promptly. Follow- 
ing an analysis of these replies, it was decided that public hearings 
would be held in order that all relevant aspects could be thoroughly 
explored. 

n the course of the public hearings which were subsequently ! eld 
both in Washington, D. C., and Newark, N. J., a total of 47 witnesses 
appeared before your committee. Among these witnesses were 
dealers, major supplier executives, New Jersey State authorities, 
including Gov. Robert G. Meyner, officials of the Federal Trade Com- 
mission, and other interested parties anxious to assist the work of the 
committee. To supplement the information thus obtained by the 
committee on the subject of the New Jersey price war were interviews 
by the staff representatives with petroleum marketers and with 
Government antitrust officials. Also helpful to the committee in this 
study has been the information concerning marketing practices · 
competitive conditions in New Jersey set forth in the report of the 
Gasoline Study Commission to the Governor of New Jersey." 


DEFINITIONS 


Your committee is hopeful that this report on the New Jersey 
gasoline price war will be read with interest by persons outside of, as 
well as within the petroleum industry. To assist those not familiar 


1 Report of the Gasoline Study Commission, created by Assembly Concurrent Resolution No. 7, of 1952, 
to the Governor of New Jersey and the legislature, February 16, 1953. 
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with thé technical terms used in the marketing of petroleum products, 
8 table of definitions is inserted at this point: 
~ 1. “Service station” means a retail outlet selling gasoline and other 
refined petroleum products to consumers only. 

2. The term “independent service station operator,” means the 
operátor of a service station who purchases and resells petroleum 
products and automotive accessories independently and not as an 
employee or agent of a supplying oil company. An operator of a 
service station leased from a supplying company is included in the 
term “independent service station operator.” 

3. “Company service station” means a service station operated or 
managed directly by a supplying oil company. 

4. “Jobber”, “distributor”, or **wholesaler" means anyone who 
sells or carries on hand a stock of gasoline and other refined petroleum 
products for distribution, at tank wagon and wholesale prices, to 
retail dealers, service stations, and others, for resale or for direct 
consumption. 

5. "Independent jobber" means one who purchases gasoline and 
other refined petroleum products in tank car or truck-transport lots 
and resells such products to retail outlets of his own choice at tank 
wagon and wholesale prices established by himself. 

6. The term “supplier,” means a refiner, manufacturer, or dis- 
tributor of petroleum products and/or automotive accessories engaged 
in the business of selling such products to independent service station 
operators for resale at service stations to consumers. 

7. “Tankwagon price” or “tank-truck price” refers to the price 
(exclusive of all taxes) at which gasoline or any other refined petroleum 
product is delivered in bulk lots by bulk agents, consignees, jobbers, 
distributors, and wholesalers to retailers, service stations, other retail 
distributors, and to direct consumers. 

8. Post" means the practice by which any of the defendant oil 
companies makes public, by display or otherwise, the prices at which 
such company will sell its gasoline and other refined petroleum 
products. 

9. “Branded products”’ refers to petroleum products sold under the 
nationally advertised brand or trade name of the major oil company 
which manufactures them. 

10. “Unbranded products” refers to petroleum products which are 
sold in local markets under the private brand or trade name of an 
individual or a small company. Generally, these products are man- 
ufactured by major oil companies but do not carry the brand names 
of such companies, 


THE MARKET 


To understand the chronic character of the New Jersey gasoline 
price war, as well as the virulence with which it has been fought by 
suppliers and dealers alike, requires a full appreciation of the tre- 
mendous economic prize at stake in the conflict. For, in the value of 
the prize lies the incentive of every competitor to acquire that which 
he deems to be his fair share. As a point of departure in this study, 
therefore, it seems appropriate to consider the State of New Jersey 
in terms of its present and potential value as a gasoline market. 

On the basis of physical size alone, New Jersey would seem to be 
rather unprepossessing to marketers of petroleum products, since it 
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ranks 45th among the States with an area of only 7,836 square miles. 
Yet, when population is considered, the State begins to manifest great 
market appeal, as it ranks eighth in size, with 5,303,000 residents.’ 
Even more attractive to an oil marketer, however, is the State's popu- 
lation density of 676.7 * per square mile, a figure strongly indicative 
of low distribution costs. And, this concentration of population, an 
attribute exceeded in only one other State, Rhode Island, also an 
excellent gasoline market, is increasing steadily as the State grows at 
the rate of approximately 117,000 persons annually. 

Besides being numerous, New Jersey residents are known to possess 
& very strong purchasing power, particularly in respect to petroleum 
— Evidence of this is found in the State's record of automo- 

ile registrations, a statistical area in which Mr. S. C. Bartlett, vice 
president of the Texas Co., pointed out to your committee that New 
Jersey “ranks 7th with 1 car for every 3.19 persons.” е "This would 
mean that New Jersey in 1954 had a passenger-car registration of 263 
per square mile. By comparison, passenger-car registration in Penn- 
sylvania for the same year was 82 per square mile; in New York, it 
was 94; and for the entire United States, 21.7. In this assessment of 
the purchasing power of New Jersey's motorists, the per capita annual 
income of the residents of the State is also relevant. On this basis, 
New Jersey ranks fourth with its residents each receiving an average 
of $2,219.3 

For a complete evaluation of the New Jersey gasoline market, note 
must be taken of the transient trade which is involved. By virtue 
of a most favorable geographical location, New Jersey is the **corridor 
State" through which must pass vehicular traffic up and down the 
east coast and to and from New York and the West. Over and above 
this very substantial volume of traffic is the heavy influx during the 
summer months of motoring tourists drawn by the State's many 
fine beaches, resort areas, and other recreational facilities. Of mar- 
keting consequence also is the heavy volume of commercial traffic 
necessary to serve the State’s many industrial plants and factories. 

On the subject of New Jersey’s attractiveness as a gasoline market 
some interesting observations were offered by major oil-company 
witnesses. Mr. Herbert Willetts, vice president of Socony-Mobil, 
called attention to the fact that New Jersey “‘has had a lower gasoline 
tax than neighboring Pennsylvania, Delaware, and, until July 1, 
1954, New York. This tends to attract gasoline business into the 


State." ? 
Mr. Williard Wright, general manager of the Sun Oil Co., remarked 


that— 


the movement of the large proportion of transient motorists 
that travel in the State, as well as that of many New Jersey 
residents, is concentrated along 8 or 10 arterial highways. 


1 Bureau of Census, Land and Water Areas, revised August 17, 1951. 
3 Current Population Reports, U. 8. Department of Commerce, Bureau of the Census, October 24, 1955. 
1 The World Almanac, 1956 (published by the New York World-Telegram) (density figure derived from 


tion divided by £ross area). 
m Ы рорцаро ulation Rep rts, U. 8. Department of Commerce, Bureau of the Census, October 24, 1955. 
* Gasoline Price War in New Jersey, (pt. 3) hearings before a subcommittee of the Senate Small Business 


Committee, U. 8. Senate, December 15, and 16, 1955, and February 18, 1956, 84th Cong., 1st and 2d sess., 


Р.Я S. Department of Commerce, Bureau of Public Roads, State Motor Vehicle Registration, table MVI 
* U. 8. Department of Commerce, Office of Business Economics, 
* Ор. cit. footnote 6, p. 399. 
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So we have not only a market with great demand but we 
have, for the most part, a compact market.” 


To Mr. Wright, it also seemed that much of the appeal of New 
Jersey as a gasoline market stemmed from the State's being— 


surrounded by water that provides easily accessible and 
ene ay low-cost transportation facilities for bringing 
gasoline and other petroleum products from the vast gulf 
coast area." 


As is indicated by the economic data that is available regarding 
the New Jersey market, an amazing demand for gasoline does exist 
in the State. New Jersey ranks very high among the 48 States, with 
a gasoline consumption of 837 gallons annually per registered motor 
vehicle. In Pennsylvania, the average gasoline consumption is 720 
gallons, and, in New York, it is only 690 gallons. For the United 
States, the average is 757 gallons.” 

From the foregoing, it seems evident that the New Jersey gasoline 
market is, indeed, a prize of substantial economic proportions, a prize 
such as is likely to arouse the most predatory of instincts, as well as 
to stimulate the best of competitive motives among those striving 
for a share. 

THE SUPPLIERS 


The fact that the State of New Jersey is an unusually rich gasoline 
market has not gone unrecognized by the leading corporations in the 
petroleum industry. At the present time, 12 major oil companies are 
marketing their products in New Jersey, as compared with a national 
average of 9 such suppliers per state." "These so-called * major 


companies" are: Esso Standard Oil Co.,'* Sun Oil Co., the Socony- 
Mobil Oil Co., the Texas Co., Gulf Oil Co., Shell Oil Co., Atlantic 
Refining Co., California Oil Co.,5 Tide Water Associated Oil Co., 
American Oil Co.,'* Sinclair Refining Co.," and Cities Service Oil Co. 

These 12 companies are “major” in every sense in which the term 
is understood in the oil industry. АЙ аге integrated producers, that 
is, each is a corporation engaged in the production, transportation, 
refining, and distribution of petroleum products. Moreover, their 
business operations are conducted on an extensive scale, ranging 
throughout most of the United States and, for some of the companies, 
into many foreign lands as well. 

In domestic petroleum markets, these companies, both individually 
and collectively, possess vast economic power and prestige. Although 
market leadership among them does vary from region to region, each 
is nevertheless a formidable competitive factor wherever it may be 
distributing its products. Their relative positions in a particular 
market are more appropriately described as ‘dominant’ and “less 
dominant" than as "strong" and 'weak." Most importantly, none 
of these major companies is substantially dependent upon revenues 

9 Tbid., p. 358. 
n Ibid., p. 357. 
„о of Commerce, Bureau of Public Roads. Analysis of Motor Fuel Usage in Calendar Year 
з Оп Prices and Competition, Harold Fleming; published, 1953, by the American Petroleum Institute. 
Esso Standard Oil Co. is a wholly owned subsidiary of the Standard Oil Company of New Jersey. 
% California Oil Co. is a wholly owned subidiary of Standard Oil Company of California. 
9 American Oil Co. is à wholly owned subsidiary of the Standard Oil Company of Indiana. 


" Sinclair Refining Co. wholly owns the Richfleld Oil Company of New York, another supplier doing 
business in the State of New Jersey. 
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derived from any one market where it does business, even though 
such market may match the economic virtues of New Jersey. Finan- 
cial setbacks in one market, however severe, cannot be critical so long 
as profits flow regularly from other markets in which the company 
operates. Furthermore, losses incurred by these integrated companies 
in the marketing of a single product, even one as important as gasoline, 
may be offset by profits flowing from sales of the hundreds of other 
products manufactured. An integrated company is also in a position 
to offset marketing losses against. profits in the production, transporta- 
tion, or refining of etroleum products. 

It may be helpful at this point to review the extent to which these 
major suppliers distribute their products domestically. Two of the 
companies, Texas and Shell, market petroleum products in every 
States of the Nation under their respective brand names. Socony- 
Mobil, Sinclair, and Cities Service have also achieved national 
representation, partly under their own brand names and partly under 
the brand names of their subsidiaries and affiliates. Almost national 
distribution of petroleum products is enjoyed by Esso Standard, 
California Oil, and American Oil through the marketing subsidiaries 
and affiliates of their respective parent companies. Of lesser stature, 
nationally, is Tide Water, which markets its gasoline chiefly on the 
west coast and in the Middle Western, Middle Atlantic, and New 
England States. However, Tide Water’s line of lubricants is sold 
throughout the United States. Then, there are Sun and Atlantic, 
which, while lacking a national distribution pattern, do have strong 
market positions up and down the east coast and, in the case of Sun, 
as far west as the State of Illinois. 

Besides being dominant in domestic markets, almost all of these 
major companies have powerful positions in the international oil 
economy. A brief review of the scope of the international operations 
of these companies reveals this fact clearly. 

In the first rank, internationally, are Esso Standard,'* California 
Oil,? Socony-Mobil, Shell, Gulf, and the Texas Co. Each of these 
companies may be found in several foreign countries processing 
and selling crude oil and its products, sometimes for domestic use and 
sometimes for use abroad. Operating on a more modest basis in the 
international oil sphere are Sinclair, Atlantic, and Tide Water, the 
first two companies each producing foreign crude oil chiefly for 
domestic use and the third marketing its Veedol-Tydol lubricants 
throughout most of the free world. Currently shunning business 
abroad entirely is American Oil,” which seems satisfied with its high 
domestic ranking. And, except for rather limited operations abroad, 
Ре and Sun could be placed in the last category with Ameri- 
can Oil. 

As shown by chart A, the 12 majors operating in New Jersey have 
impressive financial resources. In 1954, their combined gross assets 
totaled $21,435,807,000. During the same period, the 12 majors 
also had combined gross sales of $18,279,767 ,000. 


% See footnote 14, 
1? See footnote 15. 
9? See footnote 16. 
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: Снавт А! у 
й [In thousands of dollars] 
] 
- \ 
; Rank Company | Sales ? ШЕ Assets ? | Not pronte Net profit! 
! ЕШ ыт” |} 5,661, 382 | 6, 614, 743 (1) | 584, ТӨЗ (2) 
| 8 | Gulf Oil........... 9 1,705,329 | 1,969,052 (7) | 182,813 (9) 
H 9 | Socony-Vacuum Oil.. 1,703,575 | 2,256,691 (5) | 183, 806 (8) 
б 1 
| ЕЕ |} 1,680,343 | 2,187,358 (6) | шш аз | 
I РЕ асака RS re eet es | 1,574,370 | 1,945, 509 (8) 226, 141 (4) ) 
| ЭО тен | 1,312,000 | 1,041,886 (18)) 121,127 (1) 
| 1s |(Standard Olt of California. ...-.—----------------l} 3,113,343 | 1,677,849 (10)| 211,872 (6) 
| КЕК јава | 1,021,461 | 1,186,771 (14) 91, 580 (13) i 
А ооо ооо | 813, 174 1, 053, 527 (17) 43, 724 (27) | 
ЕЕ Е заа ааа ааа | 659, 532 494,870 (44) 40, 344 (36) І 
47 | Atlantic Refining : на 596, 168 | 611, 682 (31) 36, 761 (42) 
63 | Tide Water Associated Oil. ...------------------ | 459,030 | 395,869 (60) 34, 547 (48) 








! Source: The Fortune Directory of the 500 largest United States industrial corporations, containing, in 
г of sales, the 500 biggest industrial corporations in the United States, Fortune magazine supplement, 
uly 1956. 
? Net sales for fiscal years ending Jan. 1, 1954, through Jan. 2, 1955. 
4 3 Ranked according to total assets and net profit; secondary rankings appear in parentheses following each 
gure, 
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Chart A also discloses 1954 to have been a banner year for net profits, 
with the 12 major companies receiving in the aggregate $1,874,665, 000. 
Particularly imposing are the individual net- -profit figures of $584,793,- 
000 reported by Esso Standard; $226,141,000, by Texas; $211,872,000, 
by California Oil; $183,806,000, by Socony-Mobil; $182,813,000, by 
Gulf; $121,127 000, by Shell; and $117,157,000, by American Oil. 

As would be expected, all of the New Jerse у supplie rs are also listed 
high among the Nation’s largest industrial corporations. For example, 
Esso Standard i is second, Gulf i is eighth, Socony-Mobil is ninth, and 
5 of the other 9 major companies are within the top 25 corporations 
listed. Only 1 company, Tide Water, ranks outside the 50 largest. 

As befits such titans in the oil industry, the 12 major companies 
| doing business in New Jersey maintain a dominant status in the supply 
| of gasoline to that market. Chart B discloses that they supplied 

94.7 percent of the 1,797,990,000 gallons of gasoline sold in the State 
| during 1955. The remaining 5.3 percent which managed to enter the 

market from all other sources is, in comparison, hardly more than a 

trickle. On an individual basis, the market positions of these major 

suppliers seem only slightly less impressive. Their respective shares 

of the New Jersey market range from the 26.7 percent held by Esso 
| Standard, the market leader, down through Sun at 11.7 percent, 
| Gulf at 9.2 percent, Texas at 7.1 percent, Socony-Mobil at 5.9 percent, 
American at 5.4 percent, Atlantic at 4.6 percent, Cities Service at 
4.5 percent, Tide Water at 4.7 percent, Sinclair at 4.1 percent,” Shell at 
3.97 percent, to the low of 3.93 percent for the California Oil Co. 

Even the relatively small share of 3.93 percent held by California 
Oil is, however, more than 3 times as large as that of the largest 
independent supplier of the New Jersey market. 


— 


Мы м share includes New Jersey gallonage of wholly owned subsidiary, the Richfield Oil Co. of 
ew York. 
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CnanT B.!— Annual taxable sales (in gallons) of New Jersey motor-fuel distributors 
and percentage of each such company's sales to the Statewide total for year 1955 















1955 
Gallons Percent of 
(thousands) total 

НА МЕНИ солае аана eR ere ee ete eee eo ceed o ut 480, 684 26.7 
ППИ Но а о иде роса асови aed à 211,076 11.74 
аа Јоана она лан ды ыы 128, 708 7.15 
ОА О лала са ымыысыыыды лысы PIS сё 119, 367 6. 64 
BN ~ 2 Б ашасы à 107, 502 5. 98 
ДАМА а СНЫ аа GCexaiiteanediéeRddesie e Que аас 95, 642 5. 49 
Atlantic Refining Co 84, 263 4. 69 
Cities Service Oil Co. (New York). 82, 202 4. 58 
ОО МИННОТО о оне твойта вооа 85, 880 4. 73 
ооо окань ноода 71,368 3. 97 
IU ови hat 70, 716 3. 93 
ООН Па васьць даве Ea 47, 653 2. 65 
БЕККЕ АНЫ ооо лв азы ані 47, 659 2. 65 
Crown Central Petroleum C orp аага о 24, 925 1. 39 
сие Био ОЕ ИК ПАЛАШ Leere qedo menu hh a en e eo  nPem TS | 22, 639 1.26 
ТАЛЛА Оі] Согрогабісв оі Ме ХагК ?......................-...--.-------- 26, 386 1.47 
Public Service Coordinated Transportation _.....................---.-----.- 18, 390 1.02 
ПОО ПОНЕС баб рае фе ка 12,057 67 
о оо ооо Баева a 57, 733 | 3.21 

о сасе о ои | 1, 797, 900 | 100. 00 


1 Chart supplied by Hon. Robert B. Meyner, Governor of New Jersey. 
2 Richfield Oil Corporation of New York is a wholly owned subsidiary of the Sinclair O11 Co. 


The dominance enjoyed by the major companies in the supply of 
gasoline to the New Jersey market seems to be reinforced by their 
leading role in the distribution of gasoline in the State. In 1954, 
over 80 percent of the gasoline retailers in the State were supplied 
their gasoline requirements directly by 1 of the major oil companies.” 
The remaining retailers were served by independent distributors and 
jobbers, many of whom were themselves supplied by one of the major 
ой companies.? From this, it would appear that the major suppliers 
have a rather firm control of gasoline distribution in New Jersey. 

Here it may be mentioned that some of the New Jersey suppliers 
market gasoline and other products by means of a system which 
combined both direct and indirect methods of distribution and which 
is known in the industry as dual distribution. Under such a system, 
a supplier distributes part of his products to retailers himself, while 
also selling to wholesalers who, in turn, resell to their own retail 
outlets. Generally, the supplier with a. dual-distribution system 
handles only “branded” products, while using the wholesaler to dis- 
tribute unbranded products. However, some suppliers in New Jersey 
do use wholesalers to distribute their branded products. And more 
than one supplier distributes branded products, while using some 
wholesalers for additional branded products and others for unbranded 
products. Only one New Jersey supplier, the California Oil Co., 
distributes its products exclusively through wholesalers in New 
Jersey. 

The New Jersey major suppliers have very large service station 
investments in the State. Your committee conservatively estimates 
that the 12 companies have in the aggregate an investment of over 
$80 million in New Jersey service station properties. These real estate 

% Derived from information submitted by the 12 major oi] companies in their replies to the questionnaires 


issued by the subcommittee in December 1954, 
9! Ibid. 
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holdings were acquired to serve two functions: First, to assure each 
major supplier of the retail outlets needed for marketing all or at least 
а large proportion of his petroleum products; and, second, to facilitate 
distribution of gasoline by the major companies. The 12 companies 
own in fee a total of 1,158 service station properties,™ and own the 
land or buildings at some 174 other locations.* In addition, these 
companies have under lease from owners a total of 2,139 stations 
which they, in turn, sublease to dealers.” 

Lessee dealers are an extremely valuable asset of the major suppliers 
which distribute, directly to retail outlets in New Jersey. Chart C 
discloses that Esso Standard has 854 lessee dealers through which is 
sold 60 percent of the company’s gallonage in the State; Gulf, 448, 
accounting for 60 percent; Texas, 428, for 78 percent; Sun, 251, for 
36 percent; Socony-Mobil, 179, for 45 percent; American Oil, 223, for 
40 percent; Atlantic, 67, for 50 percent; Sinclair, 238, for 73 percent; 
Tide Water, 148, for 49 percent; Shell, 207, for 69 percent (but 30 
commissioned agents accounted for 14 percent more of Shell’s gal- 
lonage); and Cities Service, 114, for 36 percent (but company-owned 
outlets accounted for 61 percent of company’s sales). Significantly, 
a major oil company’s lessee-stations are engaged primarily in the 
sale of gasoline and other petroleum products. Significant also, is 
the fact that New Jersey’s lessee-dealers sell, on the average, 15,887 
gallons of gasoline monthly, as compared with an average of only 
8,226 gallons monthly for contract dealers. 


M Ibid, 
9 Ibid, 


* Ibid, 
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But this sanguine picture of the 12 majors doing business in New 
Jersey is said to have a bleak aspect. Spokesmen for these companies 
told your committee that their firms have incurred losses during the 
price wars. Mr. H. A. Jackson, vice president of Tide Water Asso- 
ciated. Oil Co., stated— 


We have been wounded just as the dealer has been wound- 
ed * * *. The price at which we are selling gasoline today 
in New Jersey is a pretty ruinous price. It is below the 
quick, as far as ovr company is concerned, and I would hate 
to think, as optimistic as I am, and as has been expressed 
here today, I would hate to think where Tide Water Asso- 
ciated would be in another year if this price situation keeps 
up, because I think it might well spread to other areas. 
And, if it does, and it has justification for it, then there is 
chaos for us * * *.” 


The injury to Tide Water, referred to by Mr. Jackson, seems to be 
reflected by his company’s decline in its New Jersey market share 
from310.3 percent to 4.7 percent during the years 1946-55.” 

Mr. Victor Guzzo, of Gulf, in recalling his company’s marketing 
losses during the price war, complained that— 


* * * in the State of New Jersey, where we sold over 10 
million gallons of gasoline a month to our dealers in 1954, a 
price allowance costs us $100,000 per month for each cent 
off of our tank-wagon price. During that year, we had 
to extend allowances in that State alone which ran over 2 
cents per gallon in some areas. * * *? 


Other major oil company witnesses spoke of similar losses in pros- 
pective profits incurred by their companies during the price war. 
On May 23, 1956, Mr. Monroe J. Rathbone, president of Esso Stand- 
ard's parent company, the Standard Oil Company of New Jersey, 
told his company's stockholders that the gasoline price war had cost 
Esso Standard in excess of $15 million in 1955 alone.” In this light, 
the other suppliers, who in the aggregate share the other three-fourths 
of the New Jersey market, would appear to have lost an additional 
$45 million during 1955. Notwithstanding such losses in anticipated 
profits, it should be noted that only Atlantic and Sinclair of the 12 
major companies marketing in New Jersey failed to report for 1955 
recordbreaking profits on overall operations?! Apparently, profits 
from other markets more than compensated for any losses suffered 
by the companies in New Jersey. In this view, the New Jersey losses 
of the major suppliers do not seem unbearable. 


THE DEALERS 


Serving the motoring public of New Jersey are an estimated 10,500 
service-station operators.” However, according to the records of the 
United States Bureau of the Census, only 5,403 of these operators 
сап be said to be **primarily engaged in the sale of gasoline and other 


Y Op. cit., footnote 6, p. 328. 
“зе Ор, čit., *óotnote 6, (pt. 2), pp. 69'and 70. 
?! Op. cit., footnote 6, p. 287. 
9" Newark Evening News, May 24, 1956, 
"Ti Moody's Industrial Manual, 1956. 
9 Op. cit., footnote 6, p. 68. 
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petroleum products.” * While the others also sell gasoline and related 
products, their main source of profits is the sale of automotive services 
or perhaps even nonpetroleum products. Examples of this latter 
group would be “stores, garages, and backyard pumps where an 
employer sells some gasoline to his employees, and a few other kinds 
of dispensing agencies." 34 

As the major oil companies marketing in New Jersey distribute 
directly 82 percent of the gasoline retailers in the State,” an analysis 
of the.retail outlets they supply is appropriate. Of the 8,641 retail 
outlets * served by these companies, 3,159 are lessee dealers," that is, 
operators who lease or, in some instances, sublease their stations from 
their major oil company suppliers. Another 4,534 operators are 
known as contract dealers,* because, being either owners of their 
stations or lessees of them from private parties otherwise unconnected 
with the oil industry, they have contracted with the major companies 
only for supply of products. "The third important category embraces 
those operators who are either employees or permanent agents of the 
major oil companies. Such operators, of course, are not truly 
“dealers,” a term suggestive of economic independence, but should be 
considered rather as a part of the industry’s labor force. If a dealer 
has - be found in such operations, it would be the major oil company 
itselt. 

In New Jersey, as in other markets throughout the United States, 
the economic position of the lessee-dealer is the lowest in the hierarchy 
of petroleum marketers. In becoming a dealer, he has.entered into 
agreements respecting the lease of the station and the supply of 
petroleum products with a major oil company which has specified the 
terms and conditions of both instruments. These agreements made 
by the lessee-dealer are to be effective for a period of only 1 year, and, 
generally, are subject to cancellation by either party upon giving of 
notice of such intention to the other party no later than 30 days prior 
to the expiration of the term. No grounds need be assigned in exer- 
cising the power of calcellation contained in either agreement. 

The weak bargaining power with which the lessee-dealer begins his 
relationship with his landlord-supplier remains relatively unchanged, 
however long the status is continued. Provisions of the lease and 
supply agreements may be expected to vary from year to year only 
in the amount of rent to be charged or, perhaps, in the quantity of 
products to be purchased. Never does the lessee-dealer acquire an 
equity in the business he is developing; nor is he ever given irrevocable 
assurance that his current agreements will be renewed for even one 
more term. Thus, in considering his business future, the lessee-dealer 
may not and, of course, does not plan with any genuine sense of 
security beyond the expiration date of his current lease term. 

By virtue of the agreements which he has with his landlord-supplier, 
the lessee-dealer is legally considered to be an independent contractor, 
free to operate his service station as his own business judgment 
dictates. Moreover, under the rulings in the Standard Stations ** and 

з U. 8. Department of Commerce, Bureau of the Census, preliminary report, Census of Business, Retail 
Trade, United States Summary. 
* Op. cit., footnote 6, p. 175. 


5 — taken from replies of the 12 major of] companies to the December 1954 questionnaire of the 
eommittee. 


9 Standard Of of California v. United States, 337 U. 8, 293 (1949). 
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Richfield ® cases, the lessee-dealer cannot be required to handle 
exclusively the products, including gasoline, of his supplier, **where 
the effect of such practice is a quantitatively substantial injury to 
competition." And, in the case of those few major oil companies 
that do not enter into supply contracts with their lessee-dealers, such 
dealers are theoretically able to choose any supplier they prefer. 
But, as a matter of experience, any lessee-dealer who gains an impres- 
sion of personal independence from such documents and legal decisions 
is likely to have a rude awakening if he should decide to read his lease 
agreement. In reading the instrument, the dealer will realize that 
whatever rights he may have under his contract and according to the 
rulings of the court are lost upon expiration of the yearly contract. 
And, renewal of the contract is dependent upon the approval of the 
landlord-supplier. 

Although contract dealers rank above lessee-dealers in the oil- 
marketing hierarchy, they are not without their own serious com- 
petitive problems. Their main asset, of course, is ownership of their 
respective service stations. This fact frees them from the perils 
inherent in a 1-year lease agreement. It also means that a contract 
dealer can change suppliers when his current supply agreement 
expires. But that seems to exhaust the list of benefits accruing to a 
dealer owning his own place of business. 

On the other hand, a wide variety of competitive problems may 
beset him. A competitor of his supplier may decide to build a station 
directly across the street from him and then lease to a dealer on a 
rent-free basis for 6 months or more. Or, the contract dealer’s 
own supplier may carry out such a course of action. Sometimes, a 
nearby service station will be operated by a major oil company or one 
of its agents. Then, the contract dealer will have to compete with 
the “long purse" of the major company. Another formidable com- 
petitive situation arises when, as sometimes happened during the New 
Jersey price war, a major oil company converts some of its lessee- 
dealers into agents and guarantees them fixed margins on a rent-free 
basis but grants its contract dealers a subsidy only in the amount of 
the fixed margin. Under such a system, the contract dealer suffers 
a detriment equal to the total rent forgiven the lessee-dealer. 

Thus, whether a contract dealer can be truly considered an inde- 
pendent small-business man is not clear. Compared to the lessee- 
dealer, the contract dealer certainly enjoys an independent status. 
But, he can hardly be termed independent so long as it is possible in 
the oil industry for major suppliers to terminate their supply agree- 
ments with contract dealers without being required to state their 

unds for such action. Under such circumstances, a contract 

ealer may decide to compromise his independence by purchasing his 
supplier’s products to the maximum extent possible. 

Company-operated stations, whether managed by employees or 
‘permanent agents,” are most often used for training new dealers. 
Some companies in New Jersey, notably Cities Service and, to a lesser 
extent, Shell, market substantial quantities of gasoline through their 
own stations. In the case of Cities Service, 14 company stations 
account for 61 percent of the company’s sales of gasoline in New 
Jersey." For Shell, 30 company stations operated by permanent 


* Richfield Oil Corp. v. United States, 343 U. S. 922 (1952). 
u Op. cit., footnote 6, appendix III. 
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agents sell 14 percent of the company’s gasoline volume in the State. 
‘The other major suppliers have comparatively few company stations. 
The flaw in company operation of stations is that, through such sta- 
tions, the company enters into direct competition with its own dealers 
and those of other suppliers. Such competition is greatly unequal 
and much to the disadvantage of the dealers unless great restraint is 
practiced by the major company operating its own stations. 

In general, New Jersey’s gasoline retailers have been faring poorly 
during recent years in maintaining a decent standard of living for 
themselves and their employees. ‘The witnesses who appeared before 
your committee spoke movingly of the economic plight in which 
dealers found themselves. Mr. Bradford Graeff, of Brooklawn, N. J. 
an Esso dealer for 18 years, testified: 


Well, let me put it this way: Due to the price conditions 
in our market іп the past year or so, I have taken all my 
savings and put them back in the business, and I was telling 
a gentleman last night that I can last about 6 months more 
before I am in debt to such a point where I will not be able 
to repay it. So unless the market straightens out within 6 
ode. I will be broke.” 


Mr. Frederick E. Todd, of Union, N. J., an Esso dealer with his 
father for 15 years, described his financial hardship: 


Well, I only have one observation. That is, at the pres- 
ent, I am broke; I am getting out of the business, J guess. 
And, incidentally, when we opened that station, we built it 
in 1948 and went in with a bank account of approximately 
$12,000. Two months ago—that was right after the hearing 
in Washington—we borrowed $25,000 here from the bank 
in South Orange, and we are having an awful tough time 
trying to pay it back.“ 


The viewpoint of the family of a New Jersey dealer was presented 
by Mrs. Helen Beehler who heads an association of gasoline retailers’ 
wives. Mrs. Beehler told of “mothers of 5 children who have to 
leave their children at home to go to work to try to keep the home 
going" because the fathers were not able to maintain their families 
in decent fashion on the profits from their service stations. Mrs. 
Beehler continued that dealers’ wives ‘‘just can’t make their home 
ends meet, they cannot put food on the table, they cannot clothe the 
children the way they would like to have them clothed * * *.”® 

From other witnesses, your committee heard similarly moving 
testimony. One conclusion was unavoidable: The gasoline price war 
had reduced the dealers to a desperate financial plight, from which 
they were unable to extricate themselves. To allow such a situation 
to continue would be to see many fine small businesses eliminated 
from the retailing of gasoline in New Jersey. 

Awareness of the financial problems of the New Jersey retailers 
resulting from the price war was not limited to the dealers themselves. 
Gov. Robert B. Meyner, of New Jersey, testified that: 

т Ж. шалан. 


Op. cit., footnote 6, pt. 2, p. 155. 
9 Ibid., p. 103. 
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I have talked with any number of dealers, of people who 
either lease a station from one of the oil companies, or lease it 
from a private owner, or who own the station, who have told 
me that they have dug into their surplus, so that they are 
down to absolutely nothing. They are practically bankrupt 
because they thought that the price war would only exist for 
a limited time. Т hey find that they are pumping gasoline 
for half a cent, or three-quarters of a cent, or a cent a gallon, 
and they have worked 12 or 14 or 15 hours a day, and they 
haven’t been able to hire employees, or, when they do hire 
employees, they haven’t been able to pay them the prevailing 
wage. I don’t think there is any doubt but what the retail 
dealer has suffered, and suffered very much in this process.“ 


Representatives of major oil companies were unanimous in their 
recognition of dealer distress. For example, Mr. James E. Dyer, 
president of the Sinclair Refining Co., pointed out that dealers 
of his firm— 


have been most seriously affected. The almost chronic state 
of price demoralization has brought about a rate of turnover 
among our dealers in the neighborhood of 30 percent per 
annum. Even though this figure includes dealers who have 
voluntarily left us to sell a competitor’s product, the rate of 
turnover in New Jersey still is a disturbing situation.“ 


The seriously weakened financial position of New Jersey’s gasoline 
retailers is shown in the rate of turnover among such dealers. Gov- 
ernor Meyner submitted to the committee a chart showing the 
record of dealer licenses canceled in the State over a 10-year period. 
According to the Governor, the chart discloses that “turnover of 
stations is definitely on the increase,” particularly during the last 
fiscal year shown. However, the chart also shows that for many 
years the turnover rate has been alarmingly high. 

(The chart referred to is as follows: *5) 


Cuart D.—Number of New Jersey motor fuel retail dealer licenses issued and 
canceled, by fiscal year, from July 1, 1945 to June 30, 19565 


Number 
issued 


Canceled | Percent 


Fiscal year 


July 1, 1945, to June 30, 1946 12, 252 16. 20 
July 1, 1946, to Juue 30, 1947 2,3: , 025 16.43 
July 1, 1947, to June 30, 1948 2, 16 ‚ 7 14. 70 
July 1, 1948, to June 30, 1949 ы 2, & 16. 06 
July 1, 1949, to June 30, 1950 ёд 2, n 14. 14 
АО ОЛА КИ негеле нене лде е дешы 2,3 , 69; 13.76 
ЭЛЛИ ОИ Выекоконььс»тьцоккксрлооцонкесныф 2, ‚ 63 13. 60 
July 1, 1952, to June 30, 1953 ; t 12. 98 
Ju S аа ИИ наравно ў 1, 509 12.72 
July 1, 1954, to June 30, 1955 13. 48 


рири 
* Tbid., p. 75. 


# Op. cit., footnote 6, p. 241. 
# Op. cit., footnote 6, pt. 2, p. 75. 
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THE NEW JERSEY PRICE WAR AND ITS CAUSES 


Background of the war 


In turning to the causes of the New Jersey gasoline price war, it 
should be kept in mind that the marketing of petroleum products is 
an extremely complex competitive process. Many and varied are 
the interacting forces in this process. When these forces, economic in 
character, are properly ordered, the competition that is produced is 
free and just, affording full opportunity to all marketers to grow and 
to prosper on the basis of efficiency. But, experience in petroleum 
marketing, as in other business fields, is that such economie forces 
have a tendency to become disorderly and, if not checked, may result 
in competitive chaos. 

The great difficulty involved in controlling these economic forces 
seems to stem from the ambitious desire of each of the major suppliers 
to dominate his market, or as much of it as possible. At all times, 
every major supplier keeps his eye on what he considers to be his 
rightful share of the market, and, should he notice that his portion is 
diminishing, he promptly takes steps to remedy the situation. The 
possibility that a major economic force may be the basic cause of the 
market disturbance that is adversely affecting his position, appears 
not to be considered. Market shares must be protected. Let some- 
one else treat the economic disorder, seems to be the rulé followed by 
some. 

Substantiation of these observations seems to be found in a brief 
review of the gasoline supply-demand relationship as it developed in 
the 5-year period following the end of World War II in 1945. 

This supply-demand relationship is one of the most basic and most 
important economic forces in petroleum marketing. The market sig- 
nificance of this relationship is treated by the Sun Oil Co. in a brochure 
entitled: “Competition in the Oil Industry.” ” In explanation of 
the economic forces that played a part in touching off the New Jersey 
price war, the brochure points out that: 


* * * the oil industry expanded its refining capacity dur- 
ing World War II to meet military demands. 

After the war, the Armed Forces used less gasoline, but 
this decrease in demand was offset by an increase in con- 
sumer demand when gasoline rationing was removed. Many 
more cars were poe and sold and people did a lot of 
postponed traveling when more gasoline became available. 
Demand continued to grow during the postwar period and 
oil companies were encouraged to expand refining capacity 
at an accelerated rate. 

By 1950 some refineries had expanded to such a degree 
that their increased capacity could produce gasoline in excess 
of their ability to market through their existing channels of 
distribution. 


* Competition in the Ot! Industry, developed jointly by the Sun Oll Co. and the Industrial Relations 
Center, University of Chicago. 
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Now, an excess in gasoline refining capacity is not in itself detri- 
mental to any economic interest but rather is beneficial from the 
standpoint of our country’s national defense and of the future needs 
of the. motoring public. Such a situation, however, can become a 
threat to market stability in the event that a refiner having excess 
capacity produces substantially more gasoline than he knows can be 
distributed by orderly methods. For, it is axiomatic in the petroleum 
industry that gasoline produced in excess of the absorption limits of 
normal distribution channels will set off a price war in the area in 
which. it is “dumped,” i. e., sold at a distress price. 

Though a refiner with surplus refining capacity may be tempted to 
utilize his full production potential, the competitive consequences to 
others notwithstanding, he is, of course, in no way obliged to do so. 
But this distinction appears to have escaped some refiners who acted 
as though reasonable forbearance in utilization of excess refining 
capacity were a virtue to be practiced only by their competitors. They 
themselves were determined to use New Jersey as a “ready-made 
dumping ground for surplus gasoline * * *."59 According to dealer 
and supplier witnesses who testified before your committee, such 
short-sightedness was often exhibited during the postwar years in 
New Jersey. It may be mentioned that New Jersey was chosen as the 

“dumping ground” for surplus stocks because of its tremendous de- 
mand for gasoline, coupled, as it was, with excellent facilities for 
receiving gasoline shipped economically by water from the vast gulf 
coast refin ne area. 

The Sun Oil Co. brochure referred to above also describes the com- 
petitive effects in New Jersey of the decision of the California Oil Co., 
a Standard Oil of California subsidiary, to market in a new area, 
“То ease its entry into the market selected, the California Oil Co., 
in 1946, bought a refinery in the State," * and, in the process of 
modernizing its facilities, enlarged its capacity. Other steps designed 
to secure for the California Oil Co. a share of the New Jersey gasoline 
market included the signing of long-term guaranteed margin con- 
tracts with many jobbers and distributors in the State. As many of 
these wholesalers were also operators of retail outlets and others were 
able to bring with them big retail customers, the California Oil Co. 
was able to establish itself by 1950, the eve of the current price war, 
as the 10th ranking major in the New Jersey market, ahead of such 
veteran suppliers in the market as Shell and Sinclair. 

By early 1950, it appears that the competitive struggle at the 
supplier level had reached the tinder stage. The newcomer from 
California had captured a sizable market share, despite the determined 


9 Ibid, 
* Ibid, 
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Opposition of the established major suppliers in the State. And, in 
the process, it had intensified the surplus production problem there- 
after existing in the market. Whether the California Oil Co. was to 
make further inroads into the market at the expense of the other 
major suppliers was a crucial issue necessitating the most serious 
attention. After all, the major suppliers — reasoned, the 
California Oil Co. was not alone with its surplus production problems. 

How this competitive situation turned into a most serious gasoline 
price war will now be studied in two phases. The first phase will be 
confined to the initial outbreak of the war, and the second will deal 
with the factors that served to prolong the conflict. 


The initial outbreak 

Notwithstanding the imbalance between gasoline supply and 
demand that was developing during the 5 years after World War II, 
"generally speaking, normal price differentials were maintained in the 
State of New Jersey," during the period.” 

It may be that the fair trade competition then being practiced in 
the State by leading suppliers prevented the breakdown in price that 
otherwise could have been expected from the pressure of surplus 

line. However, the relative price stability that existed in the 

ew Jersey market up to 1950 was soon to be violently upset. Тһе 

manner in which this state of affairs came about was generally agreed 
to in the testimony of witnesses before your committee. 

In April of 1950, à multipump service station was opened Бу а 
company named “Rein Motors” at Paramus, N. J. This service 
station sold gasoline under the private brand name of ‘‘Rein’”’ at 20.4 
cents per gallon, as compared with the then prevailing price of 24.9 
cents per gallon for nationally branded gasolines. The supplier of 
Rein Motors was the California Oil Co. 

Since 2 cents had been the long-established price differential be- 
tween national and local brands, the introduction of a 4% cents differ- 
ential meant that serious competitive trouble lay ahead for nearby 
dealers of branded gasoline. One of them, a Sun Oil Co. dealer, 
found his gasoline gallonage decreasing at a rapid rate and decided 
to quit the business. But, Sun representatives called upon the 
dealer, your committee was told by Mr. Williard Wright, general 
manager of the Sun Oil Co., and persuaded him to lower his gasoline 
к to a level of 1% cents above that posted by the station of Rein 

otors. The Sun dealer did as was suggested and soon recovered his 
lost gallonage and more. 

It may be helpful to find out how Rein Motors could profitably sell 
gasoline at 20.4 cents per gallon at a time when other dealers in the 
vicinity were posting prices of about 24.9 cents. In the Sun brochure, 
this question is frankly answered: 


There would be several reasons why the Reingold multi- 
pump service station at Paramus could offer Rein gasoline 
to consumers at a price well below the generally prevailing 
level. It would be partially because of the savings that 
come from operating a multipump station, but the primary 


" Ibid. 
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reason would be that it was able to buy gasoline at a lower 
priee from its supplier.* 


But, why would the California Oil Co. be disposed to offer gasoline 
to Rein Motors at such a low price? "The explanation found in the 
Sun brochure is to the point: 


It appears strange that the California Oil Co. would 
supply Kein gasoline at à price so much lower than Calso. 
However, the decrease of Calso gallonage in the local area 
would be offset a great number of times by the increase in 
Rein sales. Ара Һе great increase in California Oil Co. 
business would be only slightly at the expense of Calso; 
mostly at the expense of other established brands.** 


Subsequently, other conventional, branded stations in the area 
dropped their gasoline prices to meet the competition of the Rein 
and Sun stations, and the war spread quickly thereafter, until within 
9 months it had covered the entire State and was to continue for more 
than 6 years. 


Prolongation of the price war 


So much for the manner in which the gasoline price war was touched 
off in New Jersey. But, that it continued for 6 years thereafter is a 
matter requiring additional study. In particular, attention will be 
given some of the marketing practices used by the major oil companies 
in the State to determine their effect upon the duration of the war. 

Beyond dispute, a considerable factor in protracting the New 
Jersey gasoline price war has been the major suppliers’ practice of 
granting subsidies, or, to use the parlance of the New Jersey market, 
"voluntary allowances," to their respective groups of dealers. As 
practiced by the suppliers, the “voluntary allowance” is simply a 
device for indirectly reducing a supplier’s tankwagon price to dealers 
located in an area experiencing unusually sharp price competition. 
Or, put less formally, it is a price concession which a supplier offers to 
some but not all of his dealers. 

However, the major suppliers themselves describe the “voluntary 
allowance” somewhat differently. In the words of Mr. S. E. Bartlett, 
vice president of the Texas Co., it is— 


a method of extending price assistance to an individual 
dealer to assist him in meeting price competition with which 
he is faced, to aid him in maintaining volume, and to help 
him, as an independent businessman, stay in business and 
protect his investment. At the same time, because of its 
application to dealers on an individual basis, the plan tends 
to help localize the price disturbance. We feel this result is 
preferable to that which follows the extension of general 
allowances, which practice ordinarily causes the spreading of 
price wars over a wide area, adversely affecting many 
dealers who might not otherwise be involved.* 


That the voluntary allowance is more than an act of charity, 
however, has been admitted with some candor by another major 
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supplier. In the Sun Oil Co. brochure on Competition in the Oil 
Industry, it is stated that— 


in @ price war suppliers have a definite interest in how their 
dealers fare. They cannot afford to have their dealer organi- 
zation disrupted. They must support their dealers or they 
may find that the market position of their branded products 
is damaged during the war.* 


According to spokesmen for the major suppliers, their companies 
made an effort to avoid discriminating among their dealers in the 
granting of voluntary allowances. As a means of doing so, it was 
explained, the allowance was granted by the supplier to all of his 
dealers in a particular trading area, that is, to all dealers in competi- 
tion with each other. To set the limits of such trading areas so as 
not to discriminate against dealers just outside of it, however, pre- 
sented a most serious, practical problem. As Mr. Dwight Colley of 
Atlantic testified on this point— 


I had great arguments with our attorneys about that, and if 
anybody knows how to draw—and that is the weakness—if 
anybody knows how to draw this circle so that everybody 
gets treated fairly within that circle and the guys just over 
the other side are not treated unfairly, that is the thing I 
haven’t been able to solve. The secret is to make it big 
enough * * *,5 


Sometimes, the supplier errs by granting the voluntary allowance on 
too extensive a scale. Mr. Bert W. Pickard, president of the Cali- 
fornia Oil Co., testified that— 


Suppliers in many instances have undoubtedly prolonged 
price wars by giving concessions to those who do not deserve 
them. When a price war breaks out and a dealer calls for 
assistance, the supplier usually has no reliable way of deter- 
mining how it started or whether it is being fed by subsidies 
from other suppliers. It is not to be expected that a supplier 
will permit his dealer to founder because of that uncertainty. 
He will give his dealer assistance if the dealer has proven 
himself to be reliable.*5 


At other times, the allowance is paid on too limited a basis. Under 
such circumstances, serious competitive injury is often inflicted upon 
those dealers not receiving it before the supplier can offer relief. 

Since voluntary allowances may involve price discriminations and 
often result in competitive injury to dealers not so favored, it is inter- 
esting to note the suppliers’ legal justification of the practice. With 
one exception, the suppliers justify the practice by contending that 
it is offered to enable their dealers to meet the price competition of 
other dealers. Their theory would seem to be that section 2 (b) of 
the Robinson-Patman Act permits a seller to rebut a charge of price 
discrimination by showing that the challenged differential was made 
to meet not his competition but rather that confronting his customers. 
Such a position, however, is without merit, according to the decision 

V Op. cit., footnote 49. 


V Op eit., footnote 6, p. 00. 
8 Op. cit., footnote 6, p. 442; 
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in the recent case of Enterprise Industries v. The Texas Oil Compary ® 
and the newly established policy of the Federal Trade Commission.” 
Both the decision cited and the Federal Trade Commission policy 
hold that the so-called good-faith pricing defense, as set forth in 
section 2 (b) is not available unless a seller is actually meeting, in 
good faith, the price offered to one of his customers by a competitive 
seller. In other words, the competition being met must be at the 
seller’s own level. Acc 'rdingly, a major supplier cannot depend 
upon section 2 (b) as a defense to a charge of price discrimination 
arising f om granting of a voluntary allowance to some but not all of 
hüs deal r. unless he can show that the concession which he с а ted 
was made in order to meet a similar price offered them by one of his 
competitors. 

In the case mentioned before as an exception, the major supplier 
maintains that it grants voluntary allowances to its dealers in order 
to meet its competition at the wholesale level. The theory of this 
company seems to be that, since its lessee-dealers do not have supply 
contracts with it, they will turn to other suppliers unless it can offer 
equivalent prices. ‘This argument would have more force if the 
spokesman for the company had not indicated in his testimony before 
your committee that its lease agreement with any lessee-dealer turning 
to another supplier for gasoline requirements, would not be renewed. 
Practically speaking, the lessee-dealers cannot turn to competitive 
suppliers 1f they wish to avoid lease cancellation. 

Only in rare instances are the dealers receiving voluntary allowances 
competitively able to retain any portion of it. As a general rule, the 
allowance is passed through to the motorist in the form of a reduced 
gasoline price, as intended by the supplier granting it. This being 
so, the practice may provide temporary relief to those dealers receiving 
the allowance, but, at the same time, it will have adverse effects upon 
many other dealers not so favored. Experience has been that suc h 
subsidies are an unsatisfactory expedient in helping price war-stricken 
dealers, serving only to aggravate an already serious competitive 
situation. 

This same conclusion was reached in 1950 by a commission ap- 
pointed by the government of New Jersey to study the price war which 
was then in its early stages. In the report,” the commission members 
stated: 


It is the decision of this commission that this discrimi- 
nation constitutes an unfair trade practice and that the 
companies and the dealers are equally at fault where subsi- 
dies are offered by the former and solicited or accepted by the 
latter. It would appear to be in the interest of the consum- 
ing public for any dealer cutting prices to be left entirely on 
his own, to “sink or swim” without any kind of artificial 
support. ‘This would encourage, not destroy or lessen, com- 
petition by placing more emphasis.on the initiative of the 
individual retailers. 


In every instance in which a major supplier provided some of its 
dealers a competitive advantage over their fellow dealers, the price 
war was given a fresh impetus. Such competitive advantages, how- 

9 Enterprise Industries v. Texas Oil Company (136 Fed. Sup. 420 (1955)). 


** Op. cit., footnote 6, p. 437. 
€ Op. cit., footnote 6, pt. 2, p. 179. 
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ever, can result from the granting of any one of a variety of other 
concessions affecting the price of the dealer’s gasoline. Rents, for 
example, can be and were adjusted during the New Jersey war. 
While it may be argued by the supplier that an inequity in some cases 
is thereby remedied, it is also true that such actions create inequities 
when the dealers with reduced rents decide to reflect such reductions 
in their gasoline prices. A competitive advantage is also granted 
those contract dealers who are induced to change suppliers by the 
offering of special price concessions. 

Another factor in extending the price war was the practice of some 
major suppliers in transforming some of their dealers into company 
agents or employees. Both of these devices take from the dealers so 
transformed all incentive to restore their prices to a level that would 
allow fair profits on their sales. Moreover, while the supplier thus 
relieves some of his dealers of the rigors and hazards normally incident 
to competition, he is throwing his competitive might against all other 
dealers in the area. A competitive situation of this kind leads inevi- 
tably to market **domination by the long purse.” 

The marketing practices of a major supplier, it was charged, con- 
tributed to protraction of the price war. Mr. James E. Dyer, Presi- 
dent of the Sinclair Refining Co., described the role played by Cali- 
fornia Oil Co’s marketing practices in prolonging a seriously uneconomic 
competitive situation. He singled out for criticism the California Oil 
Co.’s contracts guaranteeing fixed margins to its distributors. 


I will have to give you the best of my knowledge and belief 
on what the precise terms of these contracts were, Senator. 
But, as I understand the situation, these contracts were 
made with concerns which were in a position to sell at retail, 
directly at retail. ‘They sold at retail under an arrangement 
where they had price protection that went down as the 
price went down, so that these marketers were met by other 
competitors, and they in turn met the ones who met them 
in that awful procession that you get into in these price 
wars, they could go down the line and suffer no loss, what- 
soever. And I consider that, having gone down through 
the State there and having had our people point out these 
locations, the strategic locations on the effect of the prices, 
I felt that was the basic start of this problem. 

A dealer who is in that position and who feels no pain and 
is protected over a period of time, just perpetuates a rotten 
condition. And there isn’t anything anybody else can do 
about it.” 


Mr. J. G. Jordan, vice president of Shell Oil Co., stated to the 
committee that the price war had been drawn out as a result of three 
practices: 


Not in the order of, their relative importance, they are: 
First, dual distribution at the wholeslae level under the 
same brand, which tends to create an opportunity for 
subsidies, discounts, or rebates to some dealers competing 
in the same market under the same brand. 

Secondly, supply contracts to some local branded dealers 
apparently provided a protected margin below the branded 


*! Op. cit., footnote 6, p. 249. 
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dealer tankwagon price, to the extent that the local branded 
dealer could, and did, undersell the branded dealers' price to 
the degree that they developed a tremendous gallonage. 
Thirdly, some branded dealers after experiencing losses of 
allonage elected to more closely meet this competition, and 
ound that they recovered their gallonage. In a few selected 
cases, they not only recovered their gallonage but enjoyed 
such substantial increase that, wisely or unwisely, these few 
dealers have continued to undersell the prevailing branded 
dealers’ retail price level.” 


Of course, some New Jersey dealers must also accept partial respon- 
sibility for the price war having been drawn out. Perhaps envious of 
the gallonage enjoyed by their competitors, they lowered their price 
and found a gain in business until their prices were matched. Then, 
their volume leveled off or even decreased. Some of these dealers 
were receiving special subsidies from their suppliers. Others were 
actually operating at reduced costs achieved by efficiency, but their 
numbers were very few. 

Regrettably, some dealers’ organizations made poor competitive 
conditions even worse by their inept efforts to restore price stability 
to the market. Sales below cost, as recommended for a time by one 
group, could only lead to financial disaster for those dealers making 
such sales. And the alleged price-fixing scheme used by another 
dealers’ group was destined to failure from its beginning. However, 
it must be understood that when these association ventures were 
launched, the plight of New Jersey gasoline retailers was so desperate 
that any straw seemed to be worth clutching. 

Mr. Herbert Willetts, vice president of the Socony-Mobil Oil Со., 
suggested that the price war may have been unduly prolonged by the 
participants’ failure to keep in mind the prime objective of competi- 
tion. He explained: 


Something like that has been happening in New Jersey. 
We have seen the downward spiral of prices aggravated by 
the determination of dealers, jobbari, or suppliers to increase 
their volume by charging lower prices than their competitors. 
Too often the participants in the struggle have forgotten that 
the primary objective in any business is to make profits. Too 
often there has been a failure to understand that a business 
built on integrity and service to the public has a stronger 
foundation than a business which has relied solely on the 
price-cutters' appeal.* 


PROPOSALS FOR ENDING THE NEW JERSEY GASOLINE PRICE WAR 


During the course of the public hearings held on the New Jersey 
gasoline price war, many proposals for ending the bitter conflict were 
submitted by witnesses appearing before your committee. All of these 
por were advanced in good faith, the sponsors of each firmly be- 

eving that his plan offered the most effective means of restoring price 
stability to the marketing of gasoline in the State. However, as is 
not unnatural with advocates of a certain course of action, those spon- 


*3 Op. eit., footnote 6, p. 318. 
* Op. cit., footnote 6, p. 402. 
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soring the various proposals seemed to disregard the possibility that 
adoption of his plan could, besides ending the current price war, pro- 
duce competitive effects as pernicious as those involved in the war 
itself. Accordingly, your committee has carefully considered the 
merits of each of the proposals to determine not only whether its im- 
plementation would end the price war, but also whether it would do 
so without creating a more unfortunate competitive situation than 
that which prevailed. 

The plans presented to your committee each embodied some form 
of price regulation at the retail level as the means by which order and 
harmony was to be achieved in the pricing of gasoline in the New Jer- 
sey market. One plan proposed that the Government fix and enforce 
minimum margins on sales of gasoline and the others were simply 
differing methods of resale price maintenance to be administered by 
the major suppliers themselves. 

1. Price maintenance by a Government board or commission 

Under this system, a Government body would be designated by 
state statute to establish for all gasoline retailers a minimum margin 
between the wholesale and retail prices of gasoline. Any dealer 
whose retail gasoline prices failed to reflect the minimum margin 
would be deemed to be selling at below his cost of doing business and, 
hence, in violation of the law. 

The chief virtues of the system were explained by its supporters as 
being that, first, gasoline retailers would be assured of a fair margin 
on their gasoline sales and, second, the major oil companies would be 
required to assume a greater and more equitable share of the burden 
of price competition now falling so heavily upon the small retailers. 

While this method of fixing a fair margin on gasoline sales was not 
urged for Federal adoption, it may be noted that the transactions 
involved are strictly intrastate and local in character, and, as such, 
would not be appropriately subject to Federal regulation. Thus, it 
would seem that, as a constitutional requirement, regulation of such 
commerce would be exclusively a State responsibility. 

Therefore, whether or not such a system commends itself to the 
public interest of New Jersey is a question peculiarly within the 
ar and judgment of the legislature and chief executive of the 

tate. 


2. Price maintenance by the suppliers 

(a) Fair trade.—Many dealer witnesses expressed to your committee 
their strong desire for fair trade competition as a remedy for the 
destructive, price-cutting practices which have demoralized the 
New Jersey market. In their opinion, such a method of resale-price 
maintenance would produce’ price stability in gasoline sales and, by 
doing so, would promote the interests of dealers, major suppliers, and 
the motoring public of the State. 

At present, 45 States, including New Jersey, have enacted statutes 
authorizing fair trade competition. Under such laws, a manufac- 
turer of a trademarked or branded commodity in free and open com- 
petition with other similar commodities is permitted to stipulate the 
minimum price at which such commodity is to be resold. The pri- 
mary aim of these laws is to protect the manufacturer’s property 
right in his trademark and business goodwill from destructive 
marketing practices. The restriction on the resale price of the branded 
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or trademarked commodity in which the “goodwill” inheres, is 
adapted as an appropriate means to that perfectly legitimate end, 
and is not an end in itself. Of course, under no circumstances, do 
the fair trade laws sanction “horizontal” price-fixing arrangements 
between competing manufacturers or processors, or between other 
parties normally in competition with each other. 

Following the public ои held by your committee on the New 
Jersey gasoline price war, almost all of the major suppliers in the State 
have begun to fair trade their gasoline in the State. The effect of 
this action has been that the price war has virtually ceased in New 
Jersey and dealers are once more free from the hazards of predatory 
pricing tactics. At the same time, so long as competition is main- 
tained at supplier level, the motorists of New Jersey will be assured 
of quality products at just and reasonable prices. 

(6) The Ohio plan.—Several of the spokesmen for the New Jersey 
suppliers expressed favorable sentiment for an oblique method of 
resale-price maintenance known in the industry as the ‘Ohio plan.” 
In application, the plan entails the direct operation, by one or more 
dominant major suppliers, of a small number of service stations in 
key locations— 


not for the purpose of dictating the retail price, but primarily 
to guide the dealers in reaching a proper retail price level in 
consideration of all the influencing competitive price condi- 
tions. 
The theory behind this system would appear to be that the company- 
operated stations will provide the price leadership and discipline, at 
the retail level, which is generally lacking among gasoline retailers 
themselves. 

The success of this system in bringing order to a chaotic market is 
exemplified, your committee was told, by its operation in the State 
of Ohio, from where the plan got its name. But, without challenging 
the efficacy of the plan as a price war remedy, your committee must 
reject it vigorously. First of all, manipulation of margins on gasoline 
sales by the major suppliers with the result that independent marketers 
would be squeezed out of the New Jersey market would seem to be a 
grave danger inherent in the system. Second, the plan involves 
pitting the resources of a major oil company and its retail outlets 
against independent dealers. Third, there is the strong suggestion 
that only monopolistic power could enable any major or combination 
of them to determine the retail level of gasoline prices in any market. 
The Ohio plan, though it may commend itself to certain major sup- 

liers and, possibly, to some of their branded dealers, is believed 
inimical to the best interests of the motoring public, and of the industry 
as well. 

(c) Consignment plan.—This system also received the support of 
some major-oil-company representatives. As another device for in- 
directly maintaining resale prices on gasoline, it varies only slightly 
from the Ohio plan. Whereas, the Ohio plan transforms dealers into 
employees, this system converts them into agents. Under both 
systems, the major suppliers control retail gasoline prices. 

Your committee believes that, however well-motivated such a 


* Op. cit., footnote 6, p. 315. 
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system may be, its bad effects outweigh the good for the same reasons 
as are applicable to the Ohio plan. Moreover, when a dealer is trans- 
formed into an жүнге or an agent, he is being robbed of the freedom 
and independence of business judgment which our small-business 
ча must possess if the national economy is to remain strong and 
vital. 

(d) Suggested pricing system.—Under this system, the manufacturer 
en or recommends the price at which his products are to be 
resold. He does not, however, enter into an agreement with his 
distributors or dealers in respect to the resale price. By avoiding 

rice-fixing agreements, the manufacturer is considered to be acting 
awfully under his suggested pricing system. 

To the extent that the на is educational in its purpose and 
execution, it has considerable merit. Its failings become evident 
only when an attempt is made to enforce the prices suggested. Some- 
times, this attempt is made at the insistence of dealers who are abiding 
by the suggested prices. At other times, the manufacturer may 
undertake to enforce his recommended prices in order to protect his 
products from the impairment of good will that results from price 
cutting. Whatever the motive for the enforcement action, the action 
is fraught with antitrust problems, particularly under the Sherman 
Act where price fixing is an offense, per se. 

Whether suggested prices would be followed by dealers in New 
Jersey is conjectural. Even the Atlantic Refining Co., which has 
been pioneering the system, did not introduce it to the disorderly 
market that existed in New Jersey prior to the establishment of fair 
trade competition. Col. Dwight Colley, of Atlantic, declared that 
his company “‘couldn’t get away with [use of the plan] in New Jersey." 


3. Divorcement 

The subject of divorcement of marketing functions from the other 
three major branches of the petroleum industry was heatedly debated 
as & possible means of ending the New Jersey gasoline price war. 
However, the testimony received on divorcement was not sufficient 
to enable an informed judgment to be formed on the desirability of 
legislation that would affect dealers and suppliers throughout the 
Nation, and the general public, as well. Thus, the issue remains and 
arguments continue pro and con. While your committee feels that 
divorcement may eliminate dealer domination by the major suppliers, 
it urges that a conclusive resolution of the issue await the final report 
of the Federal Trade Commission on its proposed oil-industry investi- 
gation. At that time, Congress will have before it all relevant 
information on the marketing practices and policies used in the 
industry. Moreover, it will also have before it the recommendations 
of the Federal Trade Commission on the issue. 


4. Relaxation of antitrust enforcement 

The theory underlying this proposal is that industry members could 
work out among themselves a solution to the New Jersey gasoline 
price war if permitted to do so under the antitrust laws. 

This proposal is without any merit whatsoever. The plan would be 
certain to invite market allocation and the fixing of prices by industry 
leaders, with consequent lessening of competition. But, more im- 

rtant, under no circumstances should the members of the oil industry 

e authorized to regulate the behavior and activities of their com- 
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petitors. Private regulation of trade and commerce is foreign to 
traditional American concepts of justice and fair play and cannot be 
tolerated. While the plan might result in curbing of the price war, 
it would, at the same time, be promotive of cartels and other trade- 
restraining devices. 

RECOMMENDATIONS 


With the advent of fair-trade competition to the New Jersey 
market, the gasoline price war which has plagued the State's gasoline 
retailers for more than 5 years seems to be ending. Already, the 
ruthless and often vicious price warfare that prevailed in the market 
has waned and soon should be no more than a dreadful memory for 
the thousands of dealers who endured its extreme hardships. Quite 
naturally, this trend toward just, though keen, competition in gasoline 
marketing has greatly heartened the dealers in New Jersey to the 
point where they are looking forward to an era of sound growth, 
renewed vitality, and reasonable prosperity. To disturb idyllic 
visions of these small-business men is assuredly not a pleasant task. 
But, your committee feels obliged to caution New Jersey gasoline 
retailers against the adoption of an undue and, perhaps, false optimism 
about their future. Dealers must be reminded that the restoration 
of price stability to gasoline marketing is not a panacea for all of their 
competitive problems. As a matter of fact, fair-trade competition in 
New Jersey is ending only the price war; it is not eliminating the 
competitive conditions which produced it nor the marketing practices 
which prolonged it. Basic competitive problems stemming from the 
tremendous disparity in economic power existing between the major 
suppliers and gasoline retailers remain unresolved and are as threaten- 
ing now as before the introduction of fair-trade competition. In 
finding the proper solution to such problems lies the key to achieve- 
ment of your committee’s objectives, the raising of gasoline retailers 
to the rank of truly independent small-business men. 

Therefore, based upon the experience of your committee’s investiga- 
tion of the New Jersey gasoline price war, it is recommended that: 


1. Antitrust Division of the Department of Justice 


The Antitrust Division of the Department of Justice undertake a 
program of vigorous antitrust enforcement in the petroleum industry. 

Gasoline retailers throughout the country are entitled to maximum 
protection against restraints of trade and other anticompetitive prac- 
tices which deny them a decent standard of living and limit their 
economic opportunity and independence. This protection can best 
be assured them by aggressive antitrust action by the Department of 
Justice against those who employ such practices. 

While the Department of Justice is to be commended for its recently 
announced inquiry into competitive conditions of the New Jersey 
market,” your committee strongly urges that the pace of the investiga- 
tion be accelerated and its scope broadened far beyond the State of 
New Jersey. Among the more important subjects to be considered 
by the Department of Justice should be— 

(1) the possibility of market allocation and customer division 
by suppliers and their distributors; 

(2) whether illegal exclusive dealing arrangements are involved 
in the leasing of service stations to dealers by major suppliers; and 


*' Op. cit., footnote 6, p. 435. 
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(3) the legality of practices used by major suppliers to restrict 
the price wars from extending into adjacent markets. 


To bolster the efforts of the Antitrust Division of the Department 
of Justice in this investigation, the assistance of the local United 
States attorneys should be enlisted. As recommended by Mr. Louis 
Schwartz in his Dissent from the Report of the Attorney General’s 
National Committee To Study the Antitrust Laws, the Antitrust 
Division should— 


activate the United States attorneys in the fight against 
trade restraints * * *. Complete centralization of antitrust 
enforcement in Washington and a few field offices has had 
two unfortunate consequences: (1) Local, but quite effective, 
restraint of interstate trade goes unpunished because of staff 
limitation at Washington; and (2) the antitrust laws have 
lost the kind of grassroots support that would be forthcom- 
ing if the district attorneys were enlisted in its enforcement 
and educated in its significance. These district attorneys 
become judges and Senators. The antitrust program cannot 
help but suffer if they develop the attitude that this law is an 
esoteric regulation dear oniy to a group of specialists in 
Washington.® 


2. Federal Trade Commission 


The Federal Trade Commission launch an antitrust enforcement 
attack which will result in dispelling gasoline retailers’ fears that they 
can expect no help from Commission officials in their struggle for 
market freedom and opportunity. 

It appears quite probable that an investigation of the New Jersey 
gasoline price war by your committee could have been avoided, had 
the Federal Trade Commission been properly alert to its responsi- 
bilities under the Robinson-Patman Act when the war erupted in 
1950. If the Commission had moved aggressively at that time against 
all instances of price discrimination, the war might well have been 
stopped in its incipiency. At any rate, such action would have 
eliminated discriminatory pricing practices as a factor in the pro- 
traction of the conflict. But the Commission did not so move, then 
or during the subsequent 6 years of the price war. 

The failure of the Commission to act in the early stages of the price 
war apparently stemmed from the fact thatthecelebrated Standard 
Oil of Indiana case,” involving discriminatory pricing practices, was 
then being judicially reviewed. Failure to act after the Indiana case 
was decided by the Supreme Court in 1951, must be largely attribut- 
able to the Commission’s mistaken belief that the good-faith defense 
could be invoked by a seller charged with price discrimination, even 
though such seller offered the challenged differential, not for the pur- 
pose of meeting the equally low price of a competitor but, rather, to 
enable some of his dealers to meet the prices charged by competitive 
gasoline retailers. 

Now that the Federal Trade Commission has adopted a legally 
sound interpretation of the Robinson-Patman Acts’ section 2 (b) (the 


** Report of the Attorney General's National Committee To Study the Antitrust Laws, p. 369, March 31, 
9 Standard Oil Company of Indiana v. Federal Trade Commission (340 U. 8. 231 (1951)). 
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d-faith proviso),” it is in a position to correct its previous errors in 
binson-Patman Act enforcement. .To do so to the fullest extent 
possible, it would seem that the Commission should move promptly 
against any major supplier still granting discriminatory price alle 
ances to some of his dealers. Though the adoption of fair trade com- 
etition in New Jersey may have eliminated such illegal subsidies in 
New Jersey, the Commission knows, or should know, that such prac- 
tices are being used in many other markets. Not only direct but indi- 
rect price discriminations in the petroleum industry must be attacked 
by the Commission. On the subject of indirect price discriminations, 
particular attention must be directed at the practice of rent manipula- 
tion for the purpose of enabling a dealer to meet his competition. In 
this connection, your committee expects the Commission to study the 
competitive implications of the practice of some suppliers to lease a 
station, rent free for about 6 months, to a dealer taking over a newly 
vacated location. Such a price advantage can be a large factor in 
touching off a local price war. 

The fact that a resolution has been introduced in Congress pro- 
viding additional funds which would enable the Federal Trade Com- 
mission to undertake a comprehensive investigation of the oil industry, 
must not deter the antitrust agencies from moving promptly against 
those in the oil industry who may be violating the antitrust laws. 
The oil investigation proposed for the Commission is intended to 
supplement, not to supplant, the checking of illegal marketing prac- 
tices in the industry. If the Federal Trade Commission and the 
Department of Justice are in genuine agreement with the committee 
that gasoline retailers ought to be raised to the rank of truly inde- 
pendent small-business men, their efforts in antitrust enforcement 
can clearly demonstrate that fact. 


8. Small Business Administration 


The Small Business Administration should extend financial assist- 
ance to lessee-dealers for the purchase of their service stations. 

Your committee firmly believes that independence of dealers is, in 
part, conditional upon their being presented a fair opportunity to 
acquire ownership of the service-station properties they now lease. 
Accordingly, your committee recommends that gasoline retailers wish- 
ing to purchase stations they now lease from their suppliers be con- 
sidered eligible for Small Business Administration loans. Of course, 
dealer-applicants must be able to demonstrate, as must small-business 
men in other fields, that the loan requested is of such sound value or so 
secured as reasonably to assure repayment to the Administration. 

At the present time, the Small Business Administration is generally 
following a policy, not expressly stipulated in its statutory powers, of 
not granting a loan for the purpose of effecting a change in ownership 
of a business. Without considering the merits of that policy, your 
committee calls attention to the fact that a lessee-dealer does own his 
business. The purpose of his loan request is to enable himself to 
acquire the premises in which his business is conducted, as in the case 
of the manufacturer seeking Small Business Administration financial 
assistance to purchase the building in which his business operations 
are conducted. 


9 Op. cit., footnote 6, p. 450. 
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The line retailer who owns his own station is only a step re- 
moved from true independence. His full independence is conditional 
upon unlimited opportunity to purchase his supplies on reasonable 
terms and to compete in a free and open market. To the extent that 
lessee-dealers are replaced by owner-operators, gasoline retailers will 
be freed from the control of the major oil companies, and thus will 
achieve their rightful independence as small-business men. 
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DEPARTMENT OF AGRICULTURE ORGANIC ACT 


JULY 26 (legislative day, Juty 16), 1956.—Ordered to be printed 


Mr. Ciements (for Mr. Ettenper), from the Committee on Agri- 
culture and Forestry, submitted the following 


REPORT 


[To accompany H. R. 11682] 


The Committee on Agriculture and Forestry, to whom was reterred 
the bill (H. R. 11682) to facilitate the control and eradication of cer- 
tain animal diseases, to facilitate the carrying out of agricultural and 
related programs, to facilitate the agricultural attachés program, to 
facilitate the operations of the Farmers’ Home Administration, the 
Federal Crop Insurance Corporation, and the Forest Service, and 
for other purposes, having considered the same, report thereon with 
a recommendation that it do pass without amendment. 

This bill provides permanent authorizing legislation for many ac- 
tivities heretofore authorized by appropriation act, thereby removing 
a ground for parliamentary objection to future appropriation acts. 
In addition, sections 4 and 5 extend to all agencies of the Department 
of Agriculture provisions heretofore applied only to the Forest Serv- 
ice and the Soil Conservation Service; section 8 provides authority 
for expenditures to extend courtesies to representatives of foreign 

overnments, section 12 provides for travel expenses and per diem 
in lieu of subsistence in certain cases for temporary and seasonal classes 
and graders of agricultural commodities, and section 16 provides a 
working capital fund for the Forest Service. 

The bill is more fully explained in the attached report of the House 
Committee on Agriculture. 


[Н. Rept. No. 2732, 84th Cong., 2d sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 11682) to facilitate the control and eradication of certain 
animal diseases, to facilitate the carrying out of agricultural and 
related programs, to facilitate the agricultural attaché program, to 
facilitate the operations of the Farmers’ Home Administration, the 
Federal Crop Insurance Corporation, and the Forest Service, and for 
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other purposes, having considered the same, report favorably thereon 
with amendments and recommend that the bill do pass. 
The amendments are as follows: 
Page 2, line 19, after *District of Columbia" insert *, Puerto Rico,". 
Page 8, line 3, strike out the numeral 14 and insert the numeral 13. 


GENERAL STATEMENT 


The Organic Act of the Department of Agriculture, enacted May 
15, 1862 (sec. 520 Rev. Stat.; 5 U. S. C. 511), provides that the general 
design and duties of the Department of Agriculture shall be to aequire 
and diffuse among the people useful information on subjects connected 
with agriculture “in the most general and comprehensive sense of that 
word.” Many of the a for the Department of Agricul- 
ture are supported by this organic law. However, from time to time 
there have been included in the appropriation acts a number of pro- 
visions legislative in character, some of which have been substantive 
and others, perhaps the majority, have been of a facilitating or inci- 
dental nature. 

In 1944, this committee reviewed the Department of Agriculture Ap- 

ropriation Act and proposed, and there was enacted into law, the 
partment of Agriculture Organic Act of 1944 (58 Stat. 734), to 
provide basic authority for the provisions concerned. Since that time 
a number of facilitating provisions important to the effective operation 
of the Department's programs have been inserted in the annual appro- 
priation acts. Recognizing that these additional legislative provisions 
may be necessary, the committee has scrutinized the appropriation acts 
for the Department of Agriculture with a view to providing such per- 
manent legislative authorities as are needed, adopting for this purpose 
the approach taken when the Department of Agriculture Organic Act 
of 1944 was enacted. Most of the provisions in {һе ЫП Н. К. 11682 
relate to authorities which appear in the Department of Agriculture 
and Farm Credit Appropriation Act, 1957, and will provide legisla- 
tive authority without change for provisions which have appeared in 
the appropriation act. Three of the items proposed—sections 8, 12, 
and 13—do not appear in the 1957 Appropriation Act. However, they 
fall within the general scope of the subject matter of the bill and have 
therefore been included. 


ANALYSIS OF THE BILL 


Section 1. Short title 
Section 1 provides that the act may be cited as “The Department of 
Agriculture Organic Act of 1956.” 


Section 2. Eradication and control of diseases of animals and poultry 

Existing basic authority (act of May 29, 1884, as amended) provides 
for payment of claims for the destruction of animals and poultry af- 
fected by or exposed to diseases, but makes no provision of payment for 
the destruction of material affected by or exposed to such diseases. 
The appropriation act includes authority for the payment of claims 
growing out of destruction of such materials. 

Section 2 of the bill amends the basic 1884 act to authorize payment 
for such materials. Section 2 also revises slightly the language of sec- 
tion 11 of the 1884 act for editorial clarity. 
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DEPARTMENT OF AGRICULTURE ORGANIC ACT 3 


Section 3. Extension of facilitating authorities for animal disease 
eradication activities 

The act of February 28, 1947 (21 U. S. C. 114 b-d), relating to foot- 
and-mouth eradication and control work in Mexico, provides author- 
ity for facilitating such work. 'The principal authorities involved are: 
(1) Expenditures for printing and binding at places other than the 
Government Printing Office, (2) the purchase or hire of passenger 
motor vehicles and aircraft to meet emergencies without reference to 
existing limitations, and (3) the construction and operation of research 
laboratories, quarantine stations, and other buildings and facilities. 
The appropriation act extends these facilitating authorities to certain 
animal disease control and eradication activities conducted under sec- 
tion 11 of the act of May 29,1884, as amended. 

Section 3 of the bill amends the 1947 act to make these facilitating 
authorities available in the conduct of programs relating to diseases 
which, in the opinion of the Secretary, constitute an emergency and 
threaten the livestock industry of the country. 


Section 4. Expenses of advisory committees 


Appropriation acts for several years have authorized the Forest 
Service to pay the travel expenses of advisory councils or similar 
groups. This provision was inserted in appropriation acts to enable 
the Forest Service to pay the expenses of advisory committees or 
councils which advised the Forest Service on the administration of 
national forest lands. There is need from time to time for similar 
authority for other agencies of the Department. Section 4 of the 
bill provides that funds of the Department shall be available for 
expenses of advisory committees, including traveling expenses. This 
section overcomes the provisions of the act of March 4, 1909 (39 
U.S. C. 673), prohibiting the payment of expenses of committees. 
Section 5. Subsistence to employees under emergency conditions 

Appropriation acts for several years have authorized the Soil Con- 
servation Service to furnish subsistence to employees without reim- 
bursement or consideration of the value of such subsistence in fixing 
the employee’s salary. This authority in the appropriation acts has 
been used in the Soil Conservation Service in connection with its 
snow surveys. Shelters are stocked with foods that may be used 
in th event that emergency conditions prevent employees from 
returning to headquarters. 

Section 5 of the bill provides basic authority which will enable the 
Department to furnish subsistence to employees, without deduction 
from their pay, where warranted by emergency conditions connected 
with the work, under such regulations as the Secretary may prescribe. 
This would not change the normal procedures under the act of March 
5, 1998 (5 U. S. C. 75a), under which the value of quarters and sub- 


sistence furnished employees is deducted from their pay or considered 
in fixing their compensation. 


Section 6 (a). Payment on certificate of claimant under the agricul- 
tural conservation program 

The appropriation acts for many years have included authority for 

payments to a farmer on his certification that he has carried out the 

conservation practices and has complied with all other requirements 
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for such payment. This provision varies the procedure prescribed in 
the certifying officers statute. Section 6 (a) of the bill amends section 
14 of the Soil Conservation and Domestic Allotment Act (16 U.'S: C. 
590n) so as to make this authority permanent legislation. 


Section 6 (b). State committee approval of agricultural conservation 
practices 

Section 8 (d) of the Soil Conservation and Domestic Allotment Act 
(16 U. S. C. 590h (d)) provides that agricultural conservation pay- 
ments shall be conditioned upon utilization of land in conformity with 
farming practices which the Secretary of Agriculture determines to 
effectuate any one or more of the purposes set forth in section 7 (a) of 
the act. 

Since 1945, the appropriation acts have provided that the payments 
shall be conditioned upon the utilization of land in accordance with 
practices determined and approved by the State committees appointed 
pursuant to section 8 (b) of the act. Under this provision of the ap- 
ра act, the State committee selects those practices in its State 

rom those provided in the national program as the committee deems 
to be best adapted to local conditions. Thus the appropriation pro- 
vision places in the State committees authority placed by substantive 
law in the Secretary. Section 6 (b) of the bill makes this appropria- 
tion provision permanent legislation. 


Section 6 (c). Allotments to other agencies for technical services in 
the agricultural conservation program 

Section 6 (c) of the bill amends section 11 of the Soil Conservation 
and Domestic Allotment Act to authorize transfer of funds to local 
public agencies in addition to the transfer to Federal or State agencies 
as presently authorized. It also provides that transfer of funds 
forservices of technicians in formulating and carrying out agricultural 
programs from allotments for agricultural conservation payments 
within the State shall be subject to such limitations and conditions as 
may be provided in the appropiation or other law. Furthermore, 
this amendment provides that transferred funds may be placed in a 
single account for each State. These provisions are intended to make 
permanent the provisions of the 1957 Appropriation Act and to 
authorize the insertion in appropriation acts of such limitations and 
conditions on the transfer of funds for services of technicians as may 
from time to time be deemed by the Congress to be necessary. At 
present the appropriation act requires that transfers of funds be made 
on recommendation of the locally elected county committee and on the 
approval of the State committee. 


Section 7. Administrative expense limitation for the National and 
State offices under the agricultural adjustment programs 

Section 7 authorizes appropriations for administrative expenses of 
National and State oflices under section 392 of the Agricultural Ad- 
justment Act of 1938 as may be provided by the appropriation act 
or other law. In view of the fact that the nature of the programs 
carried out changes from time to time, it is necéssary to provide for 
more flexibility in the consideration of the budget for these programs. 
The bill authorizes the Appropriations Committee to report and the 
Congress to pass such sums as may be necessary. The need for this 
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matinee is demonstrated by the 1957 appropriation for this items 
which is in excess of the existing percentage limitation specified in the 
basic law. 


Section 8. Representation allowances 


Section 8 of the bill amends section 606 of title VI of the Agriculture 
Act of 1954 (7 U.S. C. 1766) relating to agricultural attachés to permit 
the use of funds available for the purpose of that act to be used for 
extending courtesies to representatives of foreign countries as pro- 
vided in appropriations or other law. This language would extend 
to a limited number of top officials in the Department in the United 
States the same type of authority which is presently available to 
agriculture attachés stationed in foreign countries and which is pres- 
ently available to several agencies of the Government; that is, the 
authority to use funds for the payment of expenses of necessary 
official entertainment and other courtesies to representatives of foreign 
countries in the United States. 


Section 9 (a). Allocation of farm-ownership loans to States 


Section 4 of the Farmers’ Home Administration Act of 1946 (7 
U. S. C. 1004) requires the distribution of farm-ownership loans to be 
based on farm population and prevalence of tenancy in each State, 
except that there may be distributed to each State such amounts as 
are necessary to meet the needs of veterans. 

Since 1951 appropriation acts have provided that not to excced 
certain stated amounts may be distributed to States without regard to 
the basic formula for loans in reclamation projects and to entrymen 
on unpatented publie land. Section 9 (a) of the bill incorporates in 
permanent law the provision authorizing the distribution of funds, in 
addition to the amount otherwise distributed, for loans in reclamation 
projects and to entrymen on unpatented public lands in such amounts 
as may be provided in applicable appropriations. 


Section 9 (b). Single account for Farmers’ Home Administration ad- 
ministrative funds 
Appropriation acts for several years have authorized, in the interest 
of simplifying operations, the transfer of specific amounts from the 
farm tenant mortgage insurance fund to the appropriation for salaries 
and expenses for the Farmers’ Home Administration, thus making 
available for expenses in connection with all programs administered 
under the appropriation “Salaries and expenses, Farmers’ Home Ad- 
ministration” moneys which by basic law are available only for expen- 
ses in connection with the mortgage insurance program. Since as a 
practical matter these funds are not sufficient for administrative ex- 
enses of administering the mortgage insurance program, the change 
1s to simplify budget and accounting operations. Section 9 (b) of the 
bill provides for the placing of all funds of the Farmers’ Home Admin- 
istration available for administrative expenses in a single account when 
authorized by appropriation or other law, thus providing legislative 
support for the present appropriation act language. 


Section 10. Definition of administrative expenses of Federal Crop 
Insurance Corporation and payment from premium income 


Section 10 of the bill amends section 516 of the Federal Crop In- 
surance Act (7 U.S. C. 1516 (a)) by adding to the list of costs which 
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may be considered as nonadministrative or nonoperating, the direct 
cost of loss adjusters for crop inspections and loss adjustment. It also 
amends section 516 (a) by authorizing the use of premium income for 
administrative and operating costs within limits prescribed by the 
applicable appropriation. Similar provisions have been carried in 
the appropriation acts. 

Direct costs of loss adjustment are generally considered to be non- 
administrative expenses and are usually paid from premium income. 
The proposal to use a portion of premium income for administrative 
expenses is desirable in order to have sufficient flexibility in funds 
needed to cover sales cost. The cost of new sales is extremely variable 
since it is difficult to estimate in advance just what the volume of 
business will be. Thus, the proposed section would provide the needed 
flexibility and permit more effective operations. 


Section 11 (a). Acquisition of land 


Section 11 (a) authorizes the Department to acquire land by pur- 
chase, exchange, or otherwise when so provided in the applicable 
appropriation or other law. Some agencies of the Department have 
basic authority to acquire land when required in the conduct of their 
programs. From time to time it is necessary for other agencies to 
acquire land, particularly in connection with research activities. For 
instance, the 1957 Appropriation Act contains authority for the 
Agricultural Research Service to acquire land. The proposed section 
would not affect in any way existing authorities for the acquisition of 
land. 

Section 11 (b). Options to acquire land 

Section 11 (b) authorizes the Department to use appropriations 
available for purchase of land for the payment of options for land 
purchases at not to exceed $1 for each option. The annual appropria- 
tion act has included such authority for many years. The Comptroller 
General has held that funds are not available for the cost of options in 
the absence of specific statutory authority. Provision is also made 
for paying more than $1 for an option when authorized by appropria- 
tion or other law. 


Section 12. Travel expenses of personnel engaged in inspection, class- 
ing and grading of agricultural commodities 

This section authorizes the Secretary of Agriculture to provide for 
payment of travel expenses of persons appointed for temporary or 
seasonal services in the inspection, classing, and grading of agricultural 
commodities in situations where travel expenses may not be paid by 
the Government under existing law. This authority is needed to 
continue the effectiveness and integrity of the service and to meet 
heavy, seasonal, or temporary demands. Authority for payment for 
travel between places of recruitment and places of duty and return, 
as well as travel and per diem at places of duty, is needed in order to 
continue to provide effective inspection, grading, and classing services 
on a seasonal temporary basis. Employees are, in many instances, 
recruited at distant points and officia] headquarters and duty stations 
are frequently changed. Because of distances involved and the short 
duration of employment, many refuse employment if required to pay 
their own travel expenses in traveling to the place of seasonal or tem- 
porary employment, in maintaining a second residence, or in com- 
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muting substantial distances while working on a temporary or seasonal 
basis away from home, and in returning home when the assignment has 
been completed. 


Section 13. Working capital fund, Forest Service 


Section 13 of the bill establishes a working capital fund to be avail- 
able without fiscal-year limitation for furnishing supply and equip- 
ment services in support of the programs of the Forest Service. ‘The 
Secretary of Agriculture is authorized to transfer to the fund without 
reimbursement and to capitalize in the fund such assets as he may 
determine but such capitalization shall not exceed $25 million. This 
method of capitalization provides for the establishment of the fund 
without the necessity of an appropriation therefor. The fund will 
be credited with advance payments and reimbursements from appro- 
priations of the Forest Service, other departments and agencies, and 
otherwise as is authorized by law for services and supplies furnished 
at rates approximately equal to the cost of furnishing the facilities 
and services. ‘The fund is to be available for such supplies and services 
as the Forest Service is authorized to obtain by its various appropria- 
tions. In this connection the committee deemed it desirable to limit 
the cost of buildings and improvements to the amount provided in 
the yearly appropriations for the Forest Service. It is intended that 
this fund shall be available for any items of expense for which the 
appropriation seeking the service, supply, or equipment would other- 
wise be available. 

There is a definite need for this fund principally to provide an 
efficient and orderly method of financing and accounting for the 

various service operations serving many programs concurrently. Fire 
protection, timber utilization, construction and maintenance of ro: ads, 
and other programs, conservation and research, cooperative assistance 
to States, farmers, and forest-land owners, are in a brief list of the 
numerous activities for which centralized funding would be desirable. 
This funding would permit an orderly stocking of supplies without 
the necessity “of making large purchases for a particular program and 
the subsequent disposal of the supplies when such a program termi- 
nates. Certain fire fighting and other specialized program equipment 
may not generally be obtained on a rental basis. Also, there are 

seasonal and periodic uses of motorized and other program equipment 
which more efficiently could be provided on a common-use basis. 
Most of the services are now financed initially from one appropria- 
tion somewhat arbitrarily selected, with the resultant creation of difli- 
eulties in accounting for the use of such funds. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 

Section 11 of the Act of May 29, 1884, as added September 21, 1944 
(58 Stat. 334), and amended October 30, 1951 (65 Stat. 693), and 
August 8, 1953 (67 Stat. 493) (21 U. S. C. 114a), as amended by pro- 
posed section 2: 


p- 





£ 
$ 
Т 
ж 

ot! 


Meier equi баса аи 


зю 


ПАД Каза пабе палаца са 





DEPARTMENT OF AGRICULTURE ORGANIC ACT 


The Secretary of Agriculture, either independently or in 
cooperation with States or political subdivisions thereof, 
farmers’ associations and similar organizations, and individ- 
uals, is authorized to control and eradicate tuberculosis and 
paratuberculosis of animals, avian tuberculosis, brucellosis of 
domestic animals, southern cattle ticks, hog cholera and 
related swine diseases, scabies in sheep and cattle, dourine in 
horses, scrapie and blue tongue in sheep, incipient or poten- 
tially serious minor outbreaks of diseases of animals, and con- 
tagious or infectious diseases of animals (such as foot-and- 
mouth disease, rinderpest, and contagious pleuropneumonia) 
which in the opinion of the Secretary constitute an emergency 
and threaten the livestock industry of the country, including 
the Epurchase and destruction of diseased or exposed animals 
(including poultry), or the destruction of such animals and 
the payment of indemnities therefor] payment of claims 
growing out of destruction of animals (including poultry), 
and of materials, affected by or exposed to any such disease, 
in accordance with such regulations as the Secretary may pre- 
scribe. As used in this section, the term “State” includes the 
District of Columbia, Puerto Rico, and the Territories and 
possessions of the United States. 


Section 2 of the Act of February 28, 1947 (61 Stat. 7), as amended 
September 12, 1950; title ITI, section 301 (85) (64 Stat. 843) (21 
U. S. C. 114c) as amended by proposed section 3: 


For purposes of this Act and section 11 of the Act of May 29, 
1884, as added by the Act of September 21, 1944. insofar as said 
Act relates to diseases which in the opinion of the Secretary 
constitute an emergency and threaten the livestock industry 
of the country, funds appropriated pursuant thereto may 
also be used for the purchase or hire of passenger motor 
vehicles and aircraft, for printing and binding without regard 
to section 87 of the Act of January 12, 1895, or section 11 of 
the Act of March 1, 1919 (U.S. C., title 44, sec. 111), for per- 
sonnel services in the District of Columbia and elsewhere in- 
cluding the employment of civilian nationals of Mexico, and 
for the construction and operation of research laboratories, 
quarantine stations, and other buildings and facilities. 


Section 14 of the Soil Conservation and Domestic Allotment Act 
as added by the Act of February 29, 1936 (49 Stat. 1151) (16 U. S. C. 
590n), as amended by proposed section 6 (а): 


The facts constituting the bases for any payment or grant 
or the amount thereof authorized to be made under section 7 
or 8 hereof, when officially determined in conformity with 
rules or regulations prescribed by the Secretary of Agricul- 
ture, shall be reviewable only by the Secretary of Agriculture. 
Payments to claimants under sections 7 to 17, inclusive, of this 
Act may be made upon the certificate of the claimant, which 
certificate shall be in such form as the Secretary of Agricul- 
ture may prescribe, that he has carried out the conservation 
practice or practices and has complied with all other require- 
ments as conditions for such payments and that the statements 
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and information contained in the application for payment are 
correct and true, to the best of his knowledge and belief, under 
the penalties of title 18, United States Code. 


All funds available for carrying out this Act shall be avail- 
able for allotment to the bureaus and offices of the Depart- 
ment of Agriculture and for transfer to such other agenices 
of the Federal or State Governments, or to local public 
agencies, as the Secretary may request to cooperate or assist 
in carrying out this Act and for payments to committees or 
associations of producers in any region or regions to cover the 
estimated administrative expenses to be incurred by any 
such committee or association in cooperating in carrying out 
this Act: Provided, That the Secretary may prescribe that 
all or part of such estimated expenses of any such committee 
or association may be deducted pro rata from the payments 
or grants made to the members thereof: CLAnd] Provided 
further, That the Secretary may make such payments in ad- 
vance of determination of performance: Provided further, 
That the transfer of funds for services of technicians in for- 
mulating and carrying out agricultural conservation pro- 
grams, from allotments for agricultural conservation pay- 
ments within a State, shall be subject to such limitations and 
conditions as may be provided in appropriation or other law. 
Funds so transferred may be placed in a single account for 
each State. 


Section 392 (b) of the Agricultural Adjustment Act of 1938 


Stat. 69) as amended January 31, 1942 (56 Stat. 41) (T U. S. 
1392 (b), as amended by proposed section 7: 


TITLE III—LOANS, PARITY PAYMENTS, CONSUM- 
ER SAFEGUARDS AND MARKETING QUOTAS 


In the administration of this title and sections 7 to 17, 
inclusive, of the Soil Conservation and Domestic Allotment 
Act, as amended, the aggregate amount expended in any 
fiscal year, beginning with the fiscal year ending June 30, 
1942, for administrative expenses in the District of Columbia, 
including regional offices, and in the several States (not 
including the expenses of county and local committees) 
shall not exceed 3 per centum of the total amount available 
for such fiscal year for carrying out the purposes of this title 
and such Act, unless otherwise provided by appropriation or 
other law. In the administration of section 32 of the Act 
entitled “An Act to amend the Agricultural Adjustment 
Act, and for other purposes,” approved August 24, 1935 
(49 Stat. 774), as amended, and the Agricultural Marketing 
Agreement Act of 1937, as amended, and those sections of 
the Agricultural Adjustment Act (of 1933), as amended, 
which were reenacted and amended by the Agricultural 
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Section 11 of the Soil Conservation and Domestic Allotment Act as 
added by the Act of February 29, 1956 (49 Stat. 1150), and amended 
June 94, 1936 (49 Stat. 1915) (16 U. S. C. 590k), as amended 
proposed section 6 (c): 
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Marketing Agreement Act of 1937, as amended, the aggregate 
amount expended in any fiscal year, beginning with the 
fiscal year ending June 30, 1942, for administrative expenses 
in the District of Columbia, including regional offices, and 
in the several States (not including the expenses of county 
and local committees) shall not exceed 4 per centum of the 
total amount available for such fiscal year for carrying out 
the purposes of said Acts, unless otherwise provided by 
appropriation or other law. In the event any administrative 
expenses of any county or local committee are deducted in 
any fiscal year, beginning with the fiscal year ending June 
30, 1939, from Soil Conservation Act payments, parity 
payments, or loans, each farmer receiving benefits under 
such provisions shall be apprised of the amount or percentage 
deducted from such benefit payment or loan on account of 
such administrative expenses. The names and addresses 
of the members and employees of any county or local 
committee, and the amount of such compensation received 
by each of them, shall be posted annually in a conspicuous 
place in the area within which they are employed. 


Section 4, title I, of the Bankhead-Jones Farm Tenant Act (50 Stat. 
524) as amended August 14, 1946 (60 Stat. 1075), and August 23, 1951 
(65 Stat. 197) (1 U. S. C. 1004), as amended by proposed section 
9 (a): 


TITLE I—TENANT PURCHASE LOANS AND MORT- 
GAGE INSURANCE 


In making loans under this title, the amount which is 
devoted to such purposes during any fiscal year shall be 
distributed ums a among the several States and Terri- 
tories on the basis of farm population and the prevalence of 
tenancy as determined by the Secretary: Provided, That 
there may be distributed to each State such amounts as are 
necessary to finance loans pursuant to all bona fide applica- 
tions from veterans qualified under section 1 hereof: Pro- 
vided further, That there may be disbursed in any fiscal year 
to each State or Territory such amount not in excess of 
$100,000 as is determined by the Secretary to be necessary 
to finance loans in such State or Territory under this title : 
Provided further, That there may be distributed to States and 
Territories such amounts as may be provided in applicable 
appropriations, in addition to the amount otherwise distrib- 
uted thereto, for loans in reclamation projects and to entry- 
men on unpatented public lands. 


Section 516 (a) of the Federal Crop Insurance Act (52 Stat. 77) as 
amended June 21, 1941 (55 Stat. 955, 956) (1 U. S. C. 1516 (a)), as 
amended by proposed section 10: 


There are hereby authorized to be appropriated such sums, 
not in excess of $12,000,000 for each fiscal year beginning 
after June 30, 1938, as may be necessary to cover the operat- 
ing and administrative costs of the Corporation, which shall 
be allotted to the Corporation in such amounts and at such 
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time or times as the Secretary of Agriculture may deter- 
mime: Provided, That expenses in connection with the pur- 
chase, transportation, handling, or sale of the agricultural 
commodity and the direct cost of loss adjusters for crop in- 
spections and loss adjustments may be considered by the Cor- 
poration as being nonadministrative or nonoperating ex- 
penses. The Corporation is authorized to use premium 
income for administrative and operating costs within lim- 
its prescribed in applicable appropriations. For the fiscal 
year ending June 30, 1939, the appropriation authorized 
under this subsection is authorized to be made only out of 
the unexpended balances for the fiscal year ending June 30, 
1938, of the sums appropriated pursuant to section 15 of the 
Soil Conservation and Domestic Allotment Act, as amended. 


The following statutes, while not directly amended by the pro- 
visions of H. R. 11682, are affected by such provisions: 


STATUTE AFFECTED BY ProposepD SECTION 4 


No part of the public moneys, or of any appropriation made by 
Congress, shall be used for the payment of compensation or expenses 
of any commission, council, board, or other similar body, or any 
members thereof, or for expenses in connection with any work or the 
results of any work or action of any commission, council, board, or 
other similar body, unless the creation of the same shall be or shall 
have been authorized by law; nor shall there be employed by detail, 
hereafter or heretofore made, or otherwise personal services from any 
executive department or other Government establishment in connec- 
tion with any such commission, council, board, or other similar body. 
(Mar. 4, 1909, 31 U.S. С. 673.) 

After January 1, 1945, no part of any appropriation or fund made 
available by this or any other Act shall be allotted or made available 
to, or used to pay the expenses of, any agency or instrumentality 
including those established by Executive order after such agency or 
instrumentality has been in existence for more than one year, if the 
Congress has not appropriated any money specifically for such agency 
or instrumentality or specifically authorized the expenditure of funds 
by it. 

* * * + + * a 
(June 27, 1944, 31 U.S. C. 696.) 


STATUTE ÅFFECTED BY PROPOSED SECTION 5 


The head of an executive department, or independent establishment, 
where, in his judgment, conditions of employment require it, may 
continue to furnish civilians employed in the field service with quar- 
ters, heat, light, household equipment, subsistence, and laundry serv- 
ice; and appropriations of the character used before March 5, 1928, for 
such purposes are made available therefor: Provided, That the 
reasonable value of such allowances shall be determined and considered 
as part of the compensation in fixing the salary rate of such civilians, 
(Mar. 5, 1928, 5 U. S. C. 75a.) 
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Stature Atso AFFECTED BY PROPOSED SECTION 6A 


Notwithstanding the provisions of section 82 of this title, and section 
4 of Executive Order Numbered 6166, dated June 10, 1933, disbursing 
officers under the executive branch of the Government shall (1) dis- 
burse moneys only upon, and in strict accordance with, vouchers duly 
certified by the head of the department, establishment, or agency con- 
cerned, or by an officer or а thereof duly authorized in writing 
by suck head to certify such vouchers; (2) make such examination of 
vouchers as may be necessary to ascertain whether they are in proper 
form, duly certified and approved, and correctly computed on the basis 
of the facts certified; and (3) be held accountable accordingly. 
(Dec. 29, 1941, 31 U. S. C. 82b.) 


Sratute Arrecrep spy Prorosep Secrion бв 


Any payment or grant of aid made under subsection (b) shall be 
conditioned upon the utilization of the land, with respect to which 
such payment is made, in conformtiy with farming practices which the 
Secretary finds tend to effectuate any one or more of the purposes 
specified in clause (1), (2), (3), (4), or (5) of section 7(a). (Sec. 8 
(d) of the Soil Conservation and Domestic Allotment Act 16 U, S, C. 
590h (d).) 


STATUTE ÅFFECTED RY PROPOSED SECTION дв 


The Secretary shall require the mortgagor or mortgagee of such 
initial fees for inspection, appraisal, and other charges as he finds 
necessary * * *, The proceeds of such fees shall be deposited in 
the Treasury for use for administrative expenses as provided in sub- 
section (e) (2) of this section. 

(1) The Secretary shall collect from the mortgagor for mortgage 
insurance an annual charge at the rate of one per centum of the out- 
standing principal obligation of the mortgage; * * *. (2) One-half 
of the amount paid as charges in pursuance of this subsection shall be 
the premium for insurance and shall be deposited in the fund * and 
may be used only for purposes to which the fund may be devoted. 
The other half of the amounts so paid shall be deposited in the 
Treasury to the credit of the Secretary and shall be available only for 
administrative expenses to carry out the provisions of section 1-5. 
12-14 of this title, relating to mortgage insurance. (Sec. 12 (d), (e) of 
title I, Bankhead-Jones Farm Tenant Асе, 7 10. 5. С. 1005 (а) (е).) 

One-half of all insurance charges ? shall become a part of the Fund 
and one-half shall be deposited in the Treasury of the United States 
and shall be available for administrative expenses in connection with 
the insurance program authorized by sections 3-10 of this title. (Sec. 
10 (c), the Act of August 28, 1937, as added by the Act of August 17, 
1954, 16 U. S. C. 590x-3 (c), Supp. III.) 


STATUTE AFFECTED By Proposep Secrion 114 


No land shall be purchased on account of the United States except 
under a law authorizing such purchase. (41 U.S.C. 14.) 


1Farm tenant-mortgage insurance funds, 
3 Insurance of loans for facilities for water storage and utilization, 
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STATUTE ÁrrkEcCTED By Proprosep Section 11B 


No advance of public money shall be made in any case unless author- 
ized by the appropriation concerned or other law. And in all cases of 
contracts for the performance of any service, or the delivery of articles 
of any description, for the use of the United States, payment shall not 
exceed the value of the service rendered, or of the articles delivered 
previously to such payment * * * (Act of Aug. 2, 1946, 31 U. S. C. 

599.) 
STATUTE ÅFFECTED BY PROPOSED SECTION 14 


No funds made available by this or any other Act shall be withdrawn 
from one appropriation account for credit to another, or to a working 
fund, except as authorized by law : Provided, That, except as otherwise 
specifically provided by law, any funds so withdrawn and credited 
shall be available for the same purposes, and subject to the same limita- 
tions, conditions, and restrictions, as provided by the Act appropriat- 
ing such funds: Provided further, That any such withdrawal and 
credit shall be made, without warrant action, by check : Provided fur- 
ther, That no funds withdrawn and credited pursuant to section 601 
of the Act of June 30, 1932, as amended (47 Stat. 417; 31 U. S. C. 686), 
shall be available for any period beyond that provided by the Act 
appropriating such funds. (64 Stat. 765.) 
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COMPACT TO PROVIDE FOR DEFINITION OR RELOCATION OF 
COMMON BOUNDARY BETWEEN ARIZONA AND CALIFORNIA 
AND APPOINTMENT BY PRESIDENT OF FEDERAL REPRESENTA- 
TIVE TO COMPACT NEGOTIATIONS 





Jury 26 (legislative day, Jury 16), 1956.—Ordered to be printed 





Mr. East Lanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 11911] 


The Committee on the Judiciary, to which was referred the bill 
(Н. R. 11911) to authorize negotiations with respect to a compact to 
provide for a definition or relocation of the common boundary between 
Arizona and California, and for the appointment by the President of 
& Federal representative to the compact negotiations, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to grant the consent of 
Congress to the States of Arizona and California to negotiate and 
enter into a compact with respect to the definition or relocation of the 
common boundary line of those States. Such consent is given, 
however, upon the following conditions: 
1. That a representative of the United States Government, not 
a resident of either Arizona or California, be appointed by the 
President to participate in the negotiations and to make a report 
thereof to the President and to the Congress; and, further, 
2. That such compact shall not be binding or effective until 
it has been ratified by the legislatures of those States and the 
further consent of the Congress is obtained. 


STATEMENT 


The facts in connection with this legislation are set forth in House 
Report No. 2761 on H. R. 11911 and in a letter from Representative 
Patrick.J. Hillings which sets forth the reasons underlying the need for 
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this legislation, the background surrounding it, and the action taken 


by the States of Arizona and California to date and their contemplated 
action under the instant legislation. The statement contained in the 
House report and the letter from Congressman Hillings are as follows: 


The Colorado River, representing approximately 250 
miles of the boundary line between Arizona and California, 
historically, meandered to such an extent that the location 
of its midchannel wandered all over the surrounding areas 
with each successive spring flood. With the building of 
various dams, the course of the river has now been substan- 
tially controlled and determined and it is desirable that a 
definite boundary line be fixed between Arizona and 
California. 

Inquiry to the Departments of Interior, Agriculture, 
Commerce, and Justice indicated that those departments 
had no objection to this legislation. 

JULY 12, 1956. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. С. 

Dear Mr. Сна!вмАм: At your request, I am submitting the follow- 
ing information concerning H. R. 11911, a bill pertaining to an inter- 
state boundary compact bétween Arizona and California. 

The main purposes of this bill are to provide that the consent of 
Congress be given to the States of Arizona and California to negotiate 
and enter into a compact with respect to the definition or relocation of 
the common boundary of said States; such consent is to be given, 
however, upon the conditions: 

(1) That a representative of the United States, not a resident of 
either Arizona or California, shall be appointed by the President of 
the United States, and that he shall participate in the negotiations 
ang shall make a report thereof to the President and to the Congress; 
an 

(2) Such compact shall not be binding or obligatory upon either of 
such States unless and until it has been ratified by their respective 
legislatures and consented to by the Congress of the United States. 

Arizona and California have each by act of their respective legisla- 
tures (ch. 1693, California statutes of 1953, as amended; Arizona 
laws 1953, ch. 9), provided for the creation of commissions to confer 
with respect to the definition or relocation of the common boundary 
of said States and to report to their respective legislatures concerning 
the same and concerning a compact between said States relative to 
the said boundary. 

The boundary between the States of Arizona and California is sub- 
stantially defined, insofar as the Colorado River is concerned, to run 
thence down the middle of the channel of said Colorado River to the 
boundary line between the United States and Mexico. Historically, 
the Colorado River has meandered to such an extent that the location 
of this midchannel as it existed September 9, 1850, the date of the 
adoption of the California constitution, or at the date of the admission 
of Дејвоца as a State, or at any other particular time in history, is 
impossible of definite ascertainment. 

or many years each of the two States have realized as the popula- 
tion increased that problems of taxation, criminal jurisdiction, and 
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administration of various State laws pertaining to such subjects as 
fish and game, fire hazards, health ы safety, school facilities, water 
use, registration of voters, river crossings, etc., made it imperative 
that the boundary be more precisely located or relocated and estab- 
lished. In some segments of the river the channelization work has 
been done and is contemplated by agencies of the Federal Government. 
Dams have been erected. All of these artificial works have affected 
the regimen of the stream. 

The two commissions have held a number of meetings, both sepa- 
rately and jointly. Each has submitted to their respective legisla- 
tures interim reports. These reports contain a summary of treaties, 
legislative enactments, and other actions which historically relate 
to the boundary. In addition, the reports set forth a description of 
the meetings of the respective boundary commissions, a summary of 
historical research, legal research, engineering studies, mapping 
problems, and other activities of the California commission. 

The March 31, 1955 Report of Colorado River Boundary Commis- 
sion of California was filed with the legislature and informal hearings 
were had thereon before committees of the California Legislature. As 
a result, by chapter 1679, Statutes of 1955, the 1953 statute was 
amended to provide that the commission continue to investigate, 
negotiate, and report to the legislature as to the necessity and advisa- 
bilitv of a compact between the two States defining or relocating the 
common boundary. In addition, the 1955 California act provided 
that the California Boundary Commission shall “aid, assist and advise 
the Members of the Congress of the United States in regard to securing 
the consent of the Congress to any boundary line heretofore or here- 
after duly fixed by the State of California and the State of Arizona.” 

In order to successfully relocate and establish a boundary between 
Arizona and California by mutual agreement between the two States, 
it will be necessary to obtain the consent of Congress to such agree- 
ment before the same is valid and binding. 

Clause 3 of section 10 of article I of the United States Constitution 
provides that, **No State shall, without the Consent of Congress, * * * 
enter into any Agreement of Compact with another State or with a 
foreign Power * * *” (25 Op. Cal. Atty. Gen. 181). The consent 
of the United States would only be justified if the agencies affected 
by the proposed boundary are fully advised concerning the same and 
are in agreement with the proposed location or relocation of such 
boundary. It is imperative, therefore, that a Federal representative 
be appointed by the President to participate in negotiations with 
respect to this important matter. Furthermore, it is important that a 
Federal representative be appointed as soon as possible so that he 
may coordinate the views of the various Federal agencies which might 
have an interest in the boundary location. 

It is my hope that the committee can take favorable action on this 
bill as soon as possible, 

Most sincerely, 
ParRicKk J. Ниллмс$, 
Member of Congress. 


The committee, after consideration, concurs in the action taken b 
the House of Representatives and, therefore, recommends the bill, 
H. R. 11911, to the favorable consideration of the Senate. 
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AMENDING SECTION 7 OF THE WAR CLAIMS ACT OF 1948 WITH 
RESPECT TO CLAIMS OF CERTAIN RELIGIOUS ORGANIZATIONS 
FUNCTIONING IN THE PHILIPPINE ISLANDS 


Jury 26 (legislative day, Jury 16), 1956.—Ordered to be printed 


Mr. EasrLAND, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 6586] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 6586) to amend section 7 of the War Claims Act of 1948, with 
respect to claims of certain religious organizations in the Philippine 
Islands, having considered the same, reports favorably thereon with an 
amendment and recommends that the bill as amended do pass. 


AMENDMENT 


On page 1, in line 3, after the word "section" іпѕегё “7”. 


PURPOSE OF AMENDMENT 


The purpose of the amendment is to designate the section of existing 
law which is proposed to be amended by the bill. 


PURPOSE 


The purpose of the proposed legislation is to add a new subsection to 
the War Claims Act of 1948 (50 App. U. S. C., sec. 2006) to broaden 
the act to make cognizable claims by any religious organization func- 
tioning in the Philippines which is of the same denomination as & 
religious organization functioning in the United States. 


STATEMENT 


The companion Senate bill, S. 2448, is pending in a subcommittee of 
the Committee on the Judiciary. 
The bill H. R. 6586 was considered in the House of Representatives 
by the Committee on Interstate and Foreign Commerce. That com- 
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mittee amended the bill by striking out all after the enacting. clause 
and inserting the following language: 


That section 7 of the War Claims Act of 1948 (50 App. 
U.S. C., sec. 2006) is amended by adding at the end thereof 
the following new subsection: 

“(h) (1) Any religious organization functioning in the 
Philippines and of the same denomination as a religious or- 
ganization functioning in the United States which furnished 
relief (as described, and during the period designated, in sub- 
section (a) of this section) in the Philippines to members of 
the Armed Forces of the United States or to civilian Ameri- 
can citizens shall be compensated from the War Claims Fund 
(A) for expenditures incurred, or for payment of the fair 
value of supplies used by such organization, for the purpose 
of furnishing such relief and (B) for loss and damage sus- 
tained as a consequence of the war to its schools, colleges, 
universities, scientific observatories, hospitals, dispensaries, 
orphanages, and other property or facilities connected with 
its educational, medical, or welfare work. No payments 
shall be made to any organization under this subsection if 
such organization has received an award under subsection (a) 
or (b) of this section, and no payments shall be made to any | 
organization pursuant to clause (B) of this paragraph unless ў 
such organization. has received an award be war damages : 
from the Philippine War Damage Commission under the | 
provisions of the Philippine Rehabilitation Act of 1946, as “І 
amended. 

*(2) 'The Commission is authorized to receive, determine 
according to law, and provide for the payment of claims filed 
under this subsection. Each claim allowed by the Com- 
mission under this subsection shall be certified to the Secre- 
tary of the Treasury for payment out of the War Claims 
Fund. All payments under this subsection shall be made to 
an organization or individual in the United States designated 
by the claimant, and, in the case of claims under clause (B) 
of paragraph (1) of this subsection such payments shall be 
used for the purpose of restoring the educational, medical, 
and welfare facilities described in such clause. 

*(3) Claims for benefits under this subsection must be 
filed within six months after the date of enaetment of this 
subsection. The Commission shall complete its determina- 
tion with respect to each claim filed under this subsection at 
the earliest practicable date, but in no event later than one 
year after the date on which such claim was filed. 

*(4) Claims filed pursuant to clause (B) of paragraph (1) 
of this subsection shall be determined and paid upon the basis 
| о! ке cost of replacement for the twelve-month period 

ending October 1, 1952, as ascertained by the Commission." 





Joy бера Rot 


TUE seta TH re M меб 


| 


pridie 


In its report on the proposed legislation, as amended, the Committee 
on Interstate and Foreign Commerce of the House of Representatives 
set forth the purpose of the proposed legislation as follows: 


The purpose of the bill is to authorize the Foreign Claims 
Settlement Commission to pay any religious organization 
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functioning in the Philippines and of the same denomination 
as a religious organization functioning in the United States, 
which furnished relief during World War II in the Philippines 
(by furnishing shelter, food, clothing, hospitalization, medi- 
cines, medical services, and other relief) to members of the 
Armed Forces of the United States or to civilian American 
citizens, compensation for the fair value of supplies used in 
furnishing such relief and compensation for the loss or dam- 
age sustained as a consequence of the war by the educational, 
medical, scientific, and welfare facilities of such religious 
organizations.  - 

Public Law 303, 82d Congress, authorized the payment of 
such compensation to religious organizations which are 
“affiliated with" religious organizations in the United States. 
The Foreign Claims Settlement Commission authorized 
awards to eligible claimants in the sum of $17,238,596.80 for 
the rebuilding of educational, medical, scientific, and welfare 
facilities, and in the sum of $2,858,560.36 on account of relief 
supplies furnished by such institutions. 

In addition, the Philippine War Damage Commission 
awarded these claimants $2,810,861.73 for the destruction of 
these same properties. Thus, the total amount received by 
these claimants from the United States Government was 
$20,049,458.53. 

A number of claims, however, were not allowed by the 
Commission because the Commission was unable to find on 
the basis of the evidence furnished by the claimants that 
the religious organizations in question were “affiliated with” 
organizations functioning in the United States. Claims by 
those organizations are authorized to be paid under the bill. 
The Foreign Claims Settlement Commission has estimated 
that the cost of paying claimants under the bill will be 
approximately $8 million, which will be paid from the War 
Claims Fund. 

The committee feels that the enactment of Public Law 303, 
82d Congress (which authorized payment of compensation 
for certain war damage to religious organizations in the 
Philippines) was justified primarily because relief was 
furnished by these organizations during World War II to 
members: of the Armed Forces of the United States and to 
American civilians, and because of the further fact that this 
compensation was designed to assist these organizations in 
rebuilding their educational, medical, scientific, and welfare 
facilities in the Philippines. This being the basic justifica- 
tion for the enactment of Public Law 303, 82d Congress, 
the committee feels that the proposed amendment is desirable 
in order to authorize the payment of claims of those religious 
organizations which, while not affiliated with religious 
organizations in the United States, nevertheless furnished 
relief during World War II to members of the Armed Forces 
of the United States. The requirement that religious 
organizations which may claim compensation under the 
proposed legislation must be of the same denomination as 
religious organizations functioning in the United States will 
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insure—as was stated in the report of this committee on the 

legislation which became Public Law 303, 82d Congress— 

that “the work carried on by them will afford a visual 
demonstration to the people of the Philippines of American 
principles in action." 

The committee amendment, which is in the nature of a sub- 
stitute for the original bill, adds a new subsection at the end 
of section 7 of the War Claims Act of 1948, designated as sub- 
section (h). 

The new subsection (h) contains four paragraphs. Тһе 
first paragraph specifies the organizations which may be com- 
pensated from the War Claims Fund, and lists the two types 
of claims allowable. The last sentence of this paragraph pre- 
cludes the payment of awards to organizations which have 
already received awards under section 7 of the War Claims 
Act of 1948, and provides that no organization may receive an 
award under the amendment unless the organization has 
receive an award for war damages under the Philippine 
Rehabilitation Act of 1946. 

Paragraph (2) specifies the method of payment of claims 
filed under paragraph (1), and requires that payments for loss 
of or damage to property be used for restormg the property. 
The requirement with respect to restoration of property fol- 
lows existing law with respect to allowed property damage 
claims under section 7 of the War Claims Act of 1948. 

Paragraph (3) contains a time limitation on the filing of 
claims and administrative action on such claims. 

Paragraph (4) provides that claims shall be paid on the 
basis of the same cost data as was used in making awards 
under section 7 (b) of the War Claims Act of 1948. 

The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached and made a part of this report are (1) a letter, dated July 
13, 1955, from the Foreign Claims Settlement Commission on H. R. 
6586 as it was introduced; and (2) a letter, dated June 21, 1956, from 
the Bureau of the Budget. 





FOREIGN CLAIMS SETTLEMENT COMMISSION, 
OF THE UNITED STATES, 
Washington 25, D. C., July 13, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Priest: Further reference is made to your request of 
June 3, 1955, for the comments of the Foreign Claims Settlement 
Commission on H. R. 6586, a bill to amend section 7 of the War 
Claims Act of 1948, with respect to claims of certain religious organiza- 
tions functioning in the Philippine Islands. 

The purpose of the bill is to amend section 7 of the War Claims 
Act of 1948, as amended, by adding at the end thereof a new sub- 
section “h”. Generally, the effect would be to eliminate the re- 
quirement of affiliation with a religious organization of the United 
States upon which is predi¢ated the entitlement of the class of claim- 
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ants to benefits authorized pursuant to section 7 (a) through (c) of the 
War Claims Act of 1948, as amended (50 U. S. C. App. 2001 et. seq.). 
In this connection, H. R. 6586 requires that religious organizations 
functioning in the Philippines or the personnel of such organizations 
need only be of the same denomination as a religious organization 
functioning in the United States. 

Section 7 (a) of the act authorized the payment from the War 
Claims Fund of claims by religious organizations functioning in the 
Philippine Islands and affiliated with a religious organization in 
the United States, or by the personnel of any such organization, for 
the relief furnished, in the Philippines, to members of the Armed 
Forces of the United States or to civilian American citizens during 
the period, December 7, 1941, through August 14, 1945. The time 
limit for filing claims under this section expired on March 31, 1952, 

Section 7 (b) of the act provides compensation " uopurty losses 

and damages sustained by religious organizations, or the personnel 
thereof, as defined in section 7 (a), as a нна e of the war to 
their “schools, colleges, universities, scientific observatories, hospitals, 
dispensaries, orphanages and other property or facilities connected 
with its educational, medical or welfare work." Section 7 (c) of the 
act provides compensation for the restoration of the facilities and 
capacity, as they existed at the outbreak of war, of any hospital in 
which.an interest was possessed by an affiliated religious organization 
as defined in section 7 (a). The time limit for filing of claims under 
subsections (b) and (c), as added by Public Law 303, 82d Congress 
was October 1, 1952, and Public Law 303 further provided that such 
claims must have been adjudicated not later than March 31, 1953. 

The Foreign Claims Settlement Commission recognizes that the 
principal objective of this proposal will aid in meeting the need of 
rebuilding additional facilities to promote the health, education, and 
welfare of the people of the Philippine Islands, a matter which is of 
importance not pis to the Filipino people but also to the people of 
the United States as well. It is noteworthy, however, that in the 
administration of the recently completed subsection 7 (b) program 
the Commission authorized awards to eligible claimants in the sum 
of $17,238,596.80. For the destruction. of the same property the 
Philippine War Damage Commission had awarded those claimants 
$2,810,861.73. Thus the total amount received by the claimants 
from the United States Government was $20,049,458.53, an amount 
slightly in excess of the $20 million which many sources estimated 
would be the total cost of the rehabilitation of the educational, medical 
and welfare properties of affiliated religious organizations. 

The bill, H. R. 6586, is alike in purpose with section 1 of H. R. 5722 
which was pending before your committee in the 83d Congress, in 
that religious organizations functioning in the Philippines be of the 
same denomination as a religious organization functioning in the 
United States as one of the primary requirements for recovery. This 
term “denomination” replaces the “affiliation” requirement for eligi- 
bility under subsections (a) and (b) of section 7, H. R. 6586. How- 
ever, unlike H. R. 5722, it provides further that the claimant religious 
organization must have received an award for war damages from 
the Philippine War Damage Commission under the provisions of the 
Philippine Rehabilitation Act of 1946, as amended, and that such 
organization did not previously receive an award from the Foreign 
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Claims Settlement Commission or the predecessor War Claims Com- 
mission, under section 7 of the act. 

The Commission received only one claim filed under subsection (c) 
of section 7 of the act and an award was made on that claim. There- 
fore, in reference to subsection (c) on line 7, page 1, of the proposed 
bill, it is recommended that such reference be omitted inasmuch as it 
appears to serve little purpose. 

"or the purpose of consistency, it is further recommended that the 
word “‘filed” on line 10, page 1, of the bill be deleted as such word 
was not used on line 10, page 2, after the ога “сја”. 

With reference to the qualifying requirements as set forth on page 2, 
the Commission suggests that after the word "Islands" on line 11, 
page 2, the phrase *^which furnished relief in the Philippines to mem- 

ers of the Armed Forces of the United States or to civilian American 
citizens in accordance with the provisions of subsection (a)" be added 
to that portion of the bill. This would retain the relief requirement 
to establish claimants' eligibility as originally provided in subsection 
(b) of section 7 of the act to achieve the purpose of compensating 
religious organizations for property-damage losses provided such organ- 
ization had rendered aid to American civilian or military personnel. 

The Commission also recommends that the phrase “and the dis- 
allowance in full of such claim has been affirmed by the Commission" 
be added at the end of clause (2), line 19, page 2 of the bill. The 
addition of this phrase would obviate the necessity for consideration 
by the Commission of claims which were disallowed in full on the 
initial adjudication and for which an application for a hearing on the 
determination was not filed. 

The Philippine Rehabilitation Act of 1946 authorized compensation 
for physical loss or destruction of or damage to public and private 
property. In this connection, reference to such act in clause (3) of 
the bill, beginning on line 19, page 2 should be limited to the type of 
religious organization claim as described in subsection (b) of section 7 
of the War Claims Act, as amended. The types of claims described 
in subsection (a) of section 7 are different in nature from those claims 
defined under the provisions of the Philippine Rehabilitation Act of 
1946. 

From experience, claimants have filed under both subsections (a) 
and (b) of section 7 of the War Claims Act, as amended. However, 
in several instances only one award was made depending upon the 
subsection to which such claimant was entitled to benefits. The 
claim under the other subsection was disallowed. 

Therefore, it is further recommended that clause (4), beginning on 
line 22, page 2 of the bill be revised to the extent necessary in order to 
prevent a previously disallowed claim under either subsections (a) or 
(b) of section 7, where there has been an allowance under one subsec- 
tion, as the case may be, from again being denied under H. R. 6586. 

The bill requires all religious organization claimants to petition the 
Commission within 30 days from the effective date of the bill, if en- 
acted, for a rehearing and adjudication of its claim. 

Clause 6 of the bill provides that the Commission adjudicate all 
claims filed under the proposed subsection “(h)” not later than 
December 31, 1955. Inasmuch as the Commission has completed 
and closed its files relative to the religious organization claims filed 
under section 7 of the War Claims Act of 1948, as amended, it is 
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recommended that ‘March 31, 1956"' be substituted for “ Песетађег 31, 
1955" to permit an orderly settlement process to be set up and main- 
tained for these voluminous claims. 

Moreover, with respect to the use of the term “adjudicate” at line 
10, page 1; lines 9 and 25, page 2; and line 2, page 3, it is recommended 
that there be substituted therefor the term “determine according to 
law.” The purpose for this recommendation is to bring the language 
of the bill into conformity with the language of the statutes presently 
being administered by the Commission. 

The estimated cost of H. R. 6586, if enacted, would be approxi- 
mately $8,000,000 of which $900,000 would be required for making 
аа under subsection (a) of section 7 and $6,929,945 would be the 
amount required for making awards under subsection (b) of section 7. 
The claims would be payable from the War Claims Fund. In this 
connection, an analysis of the War Claims Fund as of May 13, 1955, 
discloses an available balance of approximately $13,000,000 which 
will remain in the fund after completion of all presently authorized 
claims programs. 

In the event that H. R. 6586 receives the favorable consideration 
of your committee, the Commission would appreciate the opportunity 
to consult with the committee concerning certain other technical 
changes of less importance which may be recommended. 

The Commission has been informed that while there is no objection 
to the submission of this report, the views of the Bureau of the Budget 
are expressed in a letter to the committee on H. R. 6586. 

Sincerely yours, 
WuitNney GILLILLAND, 
Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 21, 1956. 
Ноп. 7. Ревсу Рвіезт, 
Chairman, Committee on Interstate and Foreign Commerce, 
New House Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: This is with further reference to your 
request of June 3, 1955, for the views of the Bureau of the Budget on 
H. R. 6586, a bill to amend section 7 of the War Claims Act of 1948, 
with respect to claims of certain religious organizations functioning in 
the Philippine Islands. We have previously commented on this bill 
under date of July 19, 1955. 

Since our earlier letter was forwarded to you, we have had occasion 
to review the position taken at that time. In light of this reexamina- 
tion the Bureau of the Budget would have no objection to the enact- 
ment of H. R. 6586. It would appear that an equitable case can be 
made for the extension of war claims coverage to religious organizations 
in the Philippine Islands of the same denomination as religious organi- 
zations functioning in the United States, in order to provide compara- 
ble treatment with that accorded religious organizations already 
benefiting under section 7 of the War Claims Act and on the basis of 
the valuable services performed by these organizations. We have 
been advised that the funds necessary for the compensation of the 
claims which would arise under the provisions of H. R. 6586 are avail- 
able in the current balance of the War Claims Fund. 
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Tt is the view of the Bureau of the Budget that H. R. 6586, if en- 
acted, should be considered as a special case and not as a precedent 
for further departures from the general objective of winding up the 
claims program instituted under the War Claims Act of 1948. 

Sincerely yours, 
(Signed) Rares W. E. Rep, 
Assistant Director, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is shown in italics, existing 
law in which no change is proposed is shown in roman): 


са 


SECTION 7 OF THE Wan CrLariMs Аст оғ 1948 
(50 App. U. S. С., Бес. 2006) 


RELIGIOUS ORGANIZATIONS 


= 


Sec. 7. (a) The Commission is authorized to receive, adjudicate 
according to law, and provide for the payment of any claim filed by 
any religious organization functioning in the Philippine Islands and 
affiliated with a religous organization in the United States, or by the 
personnel of any such Philippine organization, for reimbursement of 
expenditures incurred, or for payment of the fair value of supplies 
used, by such organization or such personnel for the purpose of fur- 
nishing shelter, food, clothing, hospitalization, medicines and medical 
services, and other relief in the Philippines to members of the armed 
forces of the United States or to civilian American citizens (as defined 
in section 5) at any time subsequent to December 6, 1941, and before 
August 15, 1945. Any claim allowed under the provisions of this sec- 
tion shall be certified to the Secretary of the Treasury for payment 
out of the War Claims Fund established by section 13 of this Act. 

(b) That any such religious organization or its personnel function- 
ing in the Philippines and affiliated with a religious organization in 
the United States which furnished relief in the Philippines to mem- 
bers of the Armed Forces of the United States or to civilian Amer- 
ican citizens in accordance with the provisions of subsection (a) shall 
be compensated from the War Claims Fund, as hereinafter provided, 
for the loss and damage sustained as a consequence of the war to its 
schools, colleges, universities, scientific observatories, hospitals, dis- 
pensaries, orphanages, and other property or facilities connected with 
its educational, medical, or welfare work. 

(с) That any such affiliated organization furnishing relief which 
possessed any interest in, and whose personnel of American citizens 
substantially composed the administrative staff of, any hospital whose 
prewar facilities and capacity have not been restored shall be com- 
pensated in an amount sufficient to enable such organization to replace 
the hospital’s facilities and capacity equal to that which existed at 
the time of the outbreak of the war, irrespective of what disposition 
was made subsequently of the land, buildings, and contents. 

(d) That claims filed pursuant to subsection (b) shall be deter- 
mined and paid upon the basis of postwar cost of replacement which 
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shall be ascertained by the War Claims Commission. In making such 
determinations the Commission shall utilize but not be limited to the 
factual information and evidence contained in the records of the 
Philippine War Damage Commission; the technical advice of experts 
in the field; the substantiating evidence submitted by the claimants; 
and any other technical and legal means by which fair and equitable 
postwar replacement costs shall be determined. 

(e) The Commission is hereby authorized and directed to proceed 
at once with the necessary investigation, study, and establishment of 
procedures in order to determine the replacement costs of the claims 
to be filed under subsections (b) and (e), using as a basis for beginning 
such investigation and study the evidence contained in the claims of 
those religious organizations or their personnel which have already 
filed and are eligible to be paid under the terms of subsection (a) of 
this section* 

(f) All claims under subsections (b) and (c) must be filed on or 
before October 1, 1952; and not later than March 31, 1953, the Com- 
mission shall adjudicate according to law and provide for the payment 
of any claim filed pursuant to this section. In any case in which any 
money is payable as a result of subsections (b) and (c) to a religious 
organization or its personnel functioning in the Philippines, such 
money shall be paid upon request of such organization to its affiliate 
in the United States: Provided, That all money thus paid to such 
affiliated religious organization in the United States shall be used by 
such affiliate for the purpose of restoring the educational, medical, 
and welfare facilities described in subsections (b) and (c) and located 
in the Philippines. 

(g) The Commission shall expedite the payments under this section 
without reducing payment of claims of American civilian internees 
and prisoners of war filed before March 31, 1953, pursuant to the 
provisions of sections 5 and 6 of this Act. 

(№) (1) Any religious organization functioning in the Philippines 
and of the same denomination as a religious organization functioning in 
the United States which furn ished relic f (as de scribed, and during the 
period designated, in. subsection (a) of this section) in the Philippines 
to members of the Armed Forces of the United States or to civilian Ameri- 
can citizens shall be compensated from the War Claims Fund (A) for 
expenditures incurred, or for payment of the fair value of supplies used 
by such organization, for the purpose of furnishing such relief and (B) 
for loss and damage sustained as a consequence of the war to its schools, 
colleges, universities, scientific observatories, hospitals, dispensaries, 
orphanages, and other property or facilities connected with its educational, 
medical, or welfare work. No payments shall be made to any organiza- 
tion under this subsection if such organization has received an award 
under subsection (a) or (b) of this section, and no payments shall be made 
to any organization pursuant to clause (B) of this paragraph unless such 
organization has received an award for war damages from the Philippine 
War Damage Commission under the provisions of the Philippine Re- 
habilitation Act of 1946, as amended. 

(2) The Commission is authorized to receive, determine according to 
law, and provide for the payment of claims filed under this subsection. 
Each claim allowed by the Commission under this subsection shall be 
certified to the Secretary of the Treasury for payment out of the War Claims 
Fund. All payments under this subsection shall be made to an organi- 
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zation or individual in the United States designated by the claimant, 
and, in the case of claims under clause (B) of paragraph (1) of this 
subsection such payments shall be used for the purpose of restoring the 
educational, medical, and welfare facilities described in such clause. 

(3) Claims for benefits under this subsection must be filed within sir 
months after the date of enactment of this subsection. The Commission 
shall complete its determination with respect to each claim filed under 
this subsection at the earliest practicable date, but in no eveni later than 
one year after the date on which such claim was filed. 

(4) Claims filed pursuant to clause (B) of paragraph (1) of this 
subsection shall be сон and paid upon the basis of postwar cost 
of replacement for the twelve-month pons ending October 1, 1952, as 
ascertained by the Commission. 

O 
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Calendar No. 2863 


84тн CONGRESS | SENATE ! { REPORT 
2d Session No. 2815 





CREATING THE CITY OF LAWRENCEBURG BRIDGE 
COMMISSION 





JuLy 26 (legislative day, JuLr 16), 1956.—Ordered to be printed 


Мг. Јонхѕох оѓ Texas (for Mr. Cnavzz), from the Committee on 
Public Works, submitted the following 


REPORT 


[To accompany Н. R. 10468] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 10468) creating the City of Lawrenceburg Bridge Commission, 
defining the authority, power, and duties of said Commission; and 
authorizing the Commission and its successors and assigns to con- 
struct, maintain, and operate a bridge across the Ohio River at or 
near Lawrenceburg, Ind., and Boone County, Ky., and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass, 


PURPOSE OF THE BILL 


H. R. 10468, as amended, would create the City of Lawrenceburg 
Bridge Commission and authorize it to construct and operate a 
bridge, and to acquire and operate the existing ferry operating between 
Lawrenceburg, Ind., and Boone County, Ky. The commission may 
fix and charge tolls for transit over such bridge, subject to the approval 
of the Secretary of the Army under the General Bridge Act of 1946, 
and may fix such rates of toll for the use of the ferry as it may deem 
proper with due regard to rates of toll for use of the bridge. 


DISCUSSION 


After amortization of the project, not to exceed 40 years from the 
date of enactment of this act, the commission shall transfer such 
bridge to appropriate agencies of the States of Indiana and Kentucky 
under the condition that the bridge shall be toll free. In the event 
such agencies shall not be authorized to accept or shall not accept 
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the same under such conditions, the bridge shall continue to be owned 
and operated by the commission asia toll bridge, ‘the tolls being 
reduced so as to provide only such moneys as may be’ necessary to 
pay maintenance and operating expenses, until such time as the 
appropriate agencies shall be authorized to accept such bridge under 
the condition that the bridge be toll free. 

The commission may maintain and operate the ferry, if acquired, 
and fix and charge tolls for such use, or, if it be expedient to do so, 
may abandon, dismantle or otherwise dispose of the ferry in the dis- 
cretion of the commission. Tolls from such operation and the pro- 
ceeds of any sale or disposition shall be used to pay the cost of main- 
taining and operating the ferry, and any amounts not so used shall be 
paid into the sinking fund. 

Legislation similar to that proposed in the pending bill has been 
previously enacted by Congress to create bridge commissions with 
authority to construct or to enter into compacts or agreements for the 
construction of interstate bridges. 

The report of the Department of the Army on H. R. 10468 is set 
forth below and herein made a part of this report. 


DEPARTMENT OF THE Army, 
Washington, D. C., July 23, 1956. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 


Dear MR. СнАлАтвмАх: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 10468, 
84th Congress, 2d session, a bill creating the City of Lawrenceburg 
Bridge Commission, defining the authority, power, and duties of said 
commission; and authorizing the commission and its successors and 
assigns to construct, maintain, and operate a bridge across the Ohio 
River at or near Lawrenceburg, Ind., and Boone County, Ky., and 
for other purposes. 

The Department of the Army offers no objection to favorable con- 
sideration of the above-mentioned bill. 

The commission is authorized to construct, maintain, and operate 
the above-mentioned bridge and approaches thereto including any 
approach highways necessary for connections with existing highways 
in accordance with the General Bridge Act of 1946. The commission 
may fix and charge tolls for transit over such bridge, ery to the 
approval of the Secretary of the Army under the General Bridge Act 
of 1946. After amortization of the project or after a sinking fund is 
provided, not exceeding 40 years from enactment of this legislation, 
the commission is directed to transfer such bridge to appropriate 
agencies of the States of Indiana and Kentucky under the condition 
that the bridge shall be toll free. In the event such agencies shall 
not be authorized to accept or will not accept the bridge under such 
condition, then the bridge shall continue to be owned, maintained, 
operated, and repaired by the commission as a toll bridge, the tolls 
being reduced so as to provide only such moneys as may be necessary 
to pay maintenance, operating expenses, and repairs until such time 
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as the appropriate agencies shall be authorized to accept and do accept 
such bridge and approaches under such condition. 


The Bureau of the Budget advises that there is no objection to the 
submission of this report. 


Sincerely yours, 
Снаврев С. FiNUCANE, 
Acting Secretary of the Army. 


О 
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SENATE ! { REPORT 
No. 2816 


CREATING THE CITY OF CANNELTON BRIDGE 
COMMISSION 


Jury 26 (legislative day, Jury 16), 1956.—Ordered to be printed 


Mr. Jounson of Texas (for Mr. Cnavzz), from the Committee on 
Public Works, submitted the following 


REPORT 


(To accompany H. R. 10662] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 10662) creating the City of Cannelton Bridge Commission, 
defining the authority, power, and duties of said commission; and 
authorizing the commission and its successors and assigns to con- 
struct, maintain, and operate a bridge across the Ohio River at or 
near Cannelton, Ind., and Hawesville, Ky., to purchase and operate 
a ferry at such location, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


H. R. 10662 would create the City of Cannelton Bridge Commission 
and authorize it to construct and operate a bridge, and to acquire and 
operate the existing ferry operating between Cannelton, Ind., and 
Hawesville, Ky. The commission may fix and charge tolls for transit 
over such bridge and ferry, subject to the approval of the Secretary 
of the Army under the General Bridge Act of 1946. 


DISCUSSION 


After amortization of the project, not to exceed 30 years from the 
date of completion of the bridge, the commission shall transfer such 
bridge to appropriate agencies of the States of Indiana and Kentucky 
under the condition that the bridge shall be toll free. In the event 
such agencies shall not be authorized to accept or shall not accept the 
same under such condition the bridge shall continue to be owned and 
operated by the commission as a toll bridge, the tolls being reduced 
во аз to provide only such moneys as may be necessary to pay mainte- 
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nance and operating expenses, until such time as the appropriate 
agencies shall be authorized to accept such bridge under the condition 
that the bridge be toll free. 

Prior to amortization of the project the commission may transfer 
the bridge and approaches thereto and other assets and property to 
the Indiana Toll Bridge Commission, or to any similar agency of the 
State of Kentucky, or to both of them jointly, provided the grantee 
agrees to assume the liabilities and obligations of the commission with 
respect to such bridge and property, and uses the tolls only to pay 
outstanding bonds and interest and reasonable maintenance and 
operating costs for the bridge until such bonds, liabilities, and obliga- 
tions of the commission have been paid. After such payment the 
bridge shall be free of tolls. 

The commission.may maintain and operate the ferry, if acquired, 
and fix and charge tolls for such use, or if it be expedient to do so may 
abandon, dismantle, or otherwise dispose of the ferry in the discretion 
of the commission. Tolls from such operation and the proceeds of 
any sale or disposition shall be used to pay the cost of maintaining 
and operating the ferry, and any amounts not so used shall be paid 
into the sinking fund. 

Legislation similar to that proposed in the pending bill has been 
previously enacted by Congress to create bridge commissions with 
authority to construct or to enter into compacts or agreements for 
the construction of interstate bridges. 


DEPARTMENT REPORTS 


Recommended amendments to H. R. 10662 have been adopted. 
The report of the Secretary of the Army indicating no objection to 
enactment of the legislation is as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., July 23, 1956. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr, CuarrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 10662, 
84th Congress, 2d session, a bill creating the City of Cannelton Bridge 
Commission, defining the authority, power, and duties of said com- 
mission; and authorizing the commission and its successors and assigns 
to construct, maintain, and operate a bridge across the Ohio River at 
or near Cannelton, Ind., and Hawesville, Ky., to purchase and operate 
a ferry at such location, and for other purposes. 

The Department of the Army offers no objection to favorable con- 
sideration of the above-mentioned bill subject to the comments 
below. 

The bill creates a commission and authorizes it to construct and 
operate a bridge, and to acquire and operate the existing ferry operat- 
ing between Cannelton, Ind., and Hawesville, Ky. The commission 
may fix and charge tolls for transit over such bridge and ferry, subject 
to the approval of the Secretary of the Army under the General Bridge 
Act of 1946. It is suggested that the words “bridge tolls by” be 
inserted following the last word of line 7, page 3, since the approval 
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of tolls by the Secretary under the General Bridge Act of 1946 is 
limited to tolls on bridges. 

After amortization of the project, not to exceed 30 years from the 
date of completion of the bridge, the commission shall transfer such 
bridge to appropriate agencies of the States of Indiana and Kentucky 
under the condition that the bridge shall be toll free. In the event 
such agencies shall not be authorized to accept or shall not accept the 
same under such condition the bridge shall continue to be owned and 
operated by the commission as a toll bridge, the tolls being reduced so 
as to provide only such moneys as may be necessary to pay mainte- 
nance and operating expenses, until such time as the appropriate 
agencies shall be authorized to accept such bridge under the condition 
that the bridge be toll free. 

Prior to amortization of the project the commission may transfer 
the bridge and approaches thereto and other assets and property to the 
Indiana Toll Bridge Commission, or to any similar agency of the State 
of Kentucky, or to both of them jointly, provided the grantee agrees 
to assume the liabilities and obligations of the commission with respect 
to such bridge and property, and uses the tolls only to pay outstanding 
bonds and interest and reasonable maintenance and operating costs 
for the bridge until such bonds, liabilities and obligations of the com- 
mission have been paid. After such payment the bridge shall be free 
of tolls. 

The commission may maintain and operate the ferry, if acquired, 
and fix and charge tolls for such use, or if it be expedient to do so may 
abandon, dismantle, or otherwise dispose of the ferry in the discretion 
of the commission. Tolls from such operation and the proceeds of 
any sale or disposition shall be used to pay the cost of maintaining 
and operating the ferry, and any amounts not so used shall be paid into 
the sinking fund. 

A further provision would exempt the commission and its income, 
property, and franchises from all Federal taxation. Such matters 
are within the primary jurisdiction of another Department and the 
Department of the Army, accordingly, expresses no opinion with 
respect thereto. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
CHARLES C. FINUCANE, 
Acting Secretary of the Army. 
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